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WAYS AND MEANS 

The financial position remains serious enough, but it has 
improved in certain respects during the last three months. 
Broadly , .one, may say that while the pressure of the enormous 
war expenditure continues to increase, our machinery for dealing 
with it has received important developments, and is working as 
smoothly as could be expected. The purpose of this article is 
to consider one or two points of immediate interest, upon which 
more or less difference of opinion exists, in regard to the details 
of this machinery. 

A glance at such estimates as are available will give some 
idea of the burden the nation has to bear, and may help ns lo 
judge how far it can be met by taxation, and what will remain 
to be raised by borrowing. We shall begin the next financial 
year with our debt more than trebled by the war, at about 2,400 
millions, subject to an interest charge increased to fourfold, say 
80 millions, or, perhaps, if adequate sinking funds are provided, 
standing at 100 millions. For the- current year, 1915-16, the 
national expenditure is estimated at 1,590 millions, of which 
about one-fifth may come from taxation. The estimate is for 
a revenue of 305 millions, but this may be exceeded by some 20 
millions. For the next fiscal year the expenditure is estimated 
at 1,825 millions : some think it will re&ch 2,000 millions. Taxa- 
tion, as at present fixed, is expected to account for 387 millions, 
or hardly one-fifth of the increased charge.* If revenue con- 
tinues to be in excess of estimate, 1 this figure might be put at 
400 millions. It should be noted that more t than one-fourth 
of the current year’s expenditure represents loans to Allies, and 
that similar loans enter into 'the estimates foi* next year. 

1 Both revenue and expenditure may be expected to incr^ise above estimates 
in consequence of rising prices. 
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The figures may be given per day and week, which for some 
purposes is more convenient. In. 1916-17 we shall probably 
spend from 5 to 5£ millions a day, 35 to 40 millions a week. 
An increase of 15 per cent * in the taxation now arranged for that 
year would give us 460 Bullions, or 1| millions a day, say 9 
millions a week as an o c ut^ide estimate. If taxation could be 
increased 37 per cent., say to 550 Bullions a year, it would give 
us'lj millions a day, or 10J< millions a week. Perhaps this is 
more than we can expect at present : but we ought not to be 
content with muclvless. For if the war lasts till the close of 
the year 1917-18 thq gross debt 1 will be about 5,000 millions, 
and the total charge rto be defrayed out of revenue, when jnterest, 
sinking funcjs, pension^, etc., are taken into account, hardly less 
than 600 millions. Whatever the necessary taxation may be, 
the limit must be reached before the artificial prosperity of the 
war ends. It will be impossible to increase taxation in the trying 
period of the transition to peace conditions. . r 

These figures are necessarily very rough, and will no 'doubt 
be made more precise in the coming Budget statement. But 
they go to show that we shall not be safe in assuming that the 
amount remaining to be raised, otherwise than by taxation, will 
be less than 26 millions a week in the next fiscal year. It may 
very well be 30 millions. There seem to be only three ways in 
which this sum can be raised (for a favourable balance of trade 
is out of the question \ ft must be raised by loans placed at 
home, by loans placed abroad, or by the sale of securities. It is 
estimated that the balance of international indebtedness will be 
600 millions against us for next year. To rectify the exchanges, 
then, we must raise loans abroad, or sell securities, to the extent 
of 600 millions. This is probably the extreme limit of what can 
be obtained. Of this sum it has been estimated that not more 
than £250,000,000 will be available for Government, as distin- 
guished from ,cqmmercial, purposes. Call it 5 millions a week. 
We are thus left with from 21 to 25 millions a week to be financed 
at home. 

The national savings before the war were supposed to reach 
400 millions a year. Some think that in the current fiscal year 
they will reach dohble that amount, or, say, 16 millions a week. 
It is not clear whether in this estimate the sale of securities to 
purchase War Ivodn is regarded as “saving.” Perhaps, for our 
present purpQse, it may be. We are certainly able to save more 
than was fcaved last year. But the margin to be made up in 

1 Loans to Allies must be deducted to get at net debt, but* Great Britain 
is immediately responsible for the gross amount. 
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the next fiscal year, if these estimates are at all correct, is from 
5 to 9 millions a week, or ‘nearly as much as our total savings 
in normal times. It comes to this, then, thsffc next year’s saving, 
like n$xt year’s taxation, must incj^ase by the whole amibunt 
obtained in normal years. It.seeir^ well within our power to 
secure each result, but only by a very serious exertion of economy 
and thrift. The available machinery, both of loan and taxation, 
requires nareful consideration. * 

The methods by which the English Government usually 
borrows are well known. Important sums v^i # e*raised by issues 
of funded delft, carrying no obligation of repayment; really, in 
fact, permanent annuities. Smaller aftiotfnts, which it was 
not desired to fund, were raised by Exchequer Bonds (five year, 
as a rule) ; and temporary deficiencies in Supply by Treasury Bills, 
of which there were seldom more than 20 millions running. At 
th,e time of the South African War Lord St. Aldwyn (then Sir 
Michael Hicks-Beach) made a new development, more on French 
lines,* by issuing a 30-million ten-year loan, redeemable at par, 
taking the form, at the option of subscribers, of either inscribed 
stock or bonds to bearer. This loan was a great success, and was 
subscribed more than eleven times over. In 1910 its place was 
taken by Exchequer Bonds, which reached a maximum of 26 
millions in 1911. Even these maxima for Treasury Bills and 
Exchequer Bonds, modest as they now seem, were considered 
by many to be excessive. The normal method of borrowing was 
assumed to be by way of Funded Debt. 

In the course o? the present war this system of borrowing has 
undergone changes of the utmost importance, amounting almost 
to a complete transformation of our financial machinery. Borrow- 
ing on Perpetual Annuities has been discarded — for good, let us 
hope — and its place taken by redeemable loans (1925-8 and 
1925-45) ; there has been a very large resort to Bills and Bonds ; 
large advances ha^e been obtained from banks^ especially from 
the Bank of England ; the convenience of the investor has been 
considered in the variety of options offered ; and for the first time 
appeal has been made to those of small income, by whom in 
France the national Rentes are so largely supported. Above all, 
the plan of continuous borrowing has largely superseded the old 
methods of borrowing by large loans at long intervals. This 
latter change deserves careful consideration. 

In the early months of .the war it was financed either by 
Treasury Bills or advances from the Bank. The Treasury Bills, 
in the absence of the usual supply of commercial a*id international 

B 2 
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paper, were readily taken up. By November 14th, 1914, over 
100 millions were current. The issue of the First War Loan, 
on November 17th, *1914, made further sales of Bills unnecessary 
for The time, and the amount dwindled a little ; but it wys over 
100 millions again on February £5th, 1915. The issue of some 
30 millions (net) of five-year Exchequer Bonds, on March 6th, 
1915, brought with it a second decline in the amount of Bills; 
but on April 13th they again exceeded 100 millions. r On April 
14th a radical change was made in the method of issue. Hitherto 
Bills had been issued at irregular intervals, in fixed amounts and 
maturities, and sold- by tender. After April 14th, 1915, they 
have been issued ctonfinuously and without limit, at rates of 
discount announced by the Bank, a,nd subject to variation at 
intervals. At first only three months, six months, and nine 
months maturities were offered ; on May 8th, 1915, twelve months 
maturities were added. The new mode of issue was very well 
received. .In the first three months, up to July* 10th, 0L915, the 
amount of Bills current had increased to over 250 millions : at 
the rate therefore of 1*65 millions a day, or 11| millions a week. 
The issue of the Second War Loan on this date naturally caused 
a decline ; but the lowest point reached (in October, 1915) was 
only 30 millions below the previous maximum. In November 
and December the applications increased rapidly, and the year 
1915 ended with a total issue of nearly 400 millions (395, 565, 000). 1 

tfere we must stop to notice a further application of the 
same principle of continuous borrowing. On December 16th, 
1915, the Bank announced a new issue of 5 per cent. Exchequer 
Bonds, for which applications would be received until further 
notice, in denominations of £100, £*20Q, £500, £1,000, and 
£5,000; such Bonds to be receivable at their face value for sub- 
scription to any further loan, and to be repayable at par December 
1st, 1920. Thus a five-year security is now put on the same 
footing as the Treasury Bills ; and there is no reason why ten- 
year bonds should not be offered in the same way, if longer term 
loans are desired. Both Bills and Bonds have been well taken 
up. In the forty-three weeks from their first issue to February 
12th, 1916, the I^ills, notwithstanding the set-back caused by 
the Second War Loan, have brought in 428J millions, say 10 
millions a week : t while the Bonds up to the same date have 
realised lOOf millions in eight weeks, say 12J millions a week. 
The issue of 1 the Bonds in December seems to have somewhat 
checked the issue of Bills, and both had to contend against 
exceptionally heavy revenue collections in January afid February 
1 Sincei. raised to £428,495,000, February 12th, 1916. 

c l * 
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of this year. Still, if we take the total yields of each since the 
Bond issue began, we find that in the eight weeks ending 
February 12th the Bills yielded 57£ millions, or 7J millions a 
week ; and the Bonds 100 J millions, or millions a week. 
This gives a joint yield of about 19£ # millions a week, or f,027 
millions a year ; supposing that *the issues proceed at present 
rates. 

In view of this remarkaBle resujt of the system of continuous 
borrowing, it must be admitted that it is working very well ; 
it is hardly too much to claim that it is the most successful 
financial device yet adopted. We have seen # tfiat the revenue 
required to be raised by loan at home, stfpposing tlyit we can 
increasB the yield of taxation by 37 per-cent., is from 21 to 25 
millions a week. It looks»as if we might, depend on the system 
of continuous borrowing to pro.vide this amount, and that in a 
fashion most convenient to investors, and causing tjie minimum 
of* disturbance to the banking system. 1 

Yet we hear’talk on all sides of the necessity for a* new War 
Loan ; and it is not obscurely hinted that, if the new loan is to 
succeed, it must be offered at a higher rate than the last : which 
means, of course, that this higher rate will also apply to the 
Second War Loan and to the new Bonds, for these may be sub- 
scribed as cash for their par value into any new loan. It also 
means that we should see another heavy depreciation in securities. 
These and other objections to a new loan are so serious that 
one expects to find some solid considerations in its favour. 
Hitherto these lu^ve not been forthcoming. Sir Felix Schuster 
made an interesting reference to the subject in his address on 
January 27th, 1916. He thought that “if the public response 
to the issue of Exchequer Bonds now being made was large, a 
further loan might be delayed for a little while ; but the amount 
of Treasury Bills now in circulation was so considerable that it 
would harcHy seem advisable to add to that form of indebted- 
ness, convenient though it might be to both the •Government and 
the market. The probabilities, then, pointed to the issue of 
another large loan.” The rate should be “attractive,” and the 
instalments spread over a long period. In other words, the 
amount of short paper now issued is excessive, and it is desirable 
to convert some of it into Bonds or funded debt running for 
longer terms. But if this be so, and Sir Feli^ Schuster’s opinion 

1 As these sheets are passing through the 1 press, both Bill and Bond subscrip- 
tions are declining. But this seems to be largely due to anticipations of a New 
Loan at higher rates. It furnishes another example of the unfortunate effects of 
the big loan system. • 
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naturally carries great weight, the difficulty can surely *be met 
without disturbing the system of continuous issue. 

The fact is, that while the system* is sound, the present terms 
of issue are open tft criticism : they are exactly calculated to 
bring about the result of \^hich Sir Felix Schuster complains. 
Since November 12th, 191^ th$ Bills have been issued at a 
“flat rate” of 5 per cent, for all maturities, and the same 
nominal rate is payable on the new* Bonds. If the rate really 
were as “flat” as it looks, the three-months Bill would still be 

t 

a more eligible investment for bankers and financiers than the 
five-year Bond. * Bht owing to the way in which discount is 
calculated, ^the nominal 5 per cent, rate yields £5* 1$. 4 d. on a 
three-months Bill, £5 2$. Id. on a six-months Bill, £5 S>$. 3d. 
on a twelve-inonths Bill. What is much more important, while 
income-tax is deducted at the source on the Bonds, it is only 
the profits made on investments in Bills which are liable to tax ; 
and these profits may very well be only half, or less, of the gross 
yield. This adds at least J per cent, to the nbminal* yield of 
the Bills, and increases their real cost to the State by the same 
amount. It is clear, then, that the present “flat” rate 
puts a heavy premium on investment in the shorter paper ; 
and there have been signs lately that even the small investor, 
who cannot directly buy a £1,000 Bill, has contrived to make 
indirect investments in them to secure the advantages they offer 
over Bonds. No wonder if the amount of the Bills is excessive. 
But it would be easy to correct any excess by a suitable adjust- 
ment of the rates. A British Government Treasury Bill has 
always ranked as the most coveted banking investment in the 
world. Four and a half per cent., or even 4 per cent., would 
be an ample rate for these Bills. At 4J »per cent, the twelve- 
months Bill would yield £4 14s. 3d. ; at 4 percent., £1 3s. 4d. 
Even so, with income-tax at present rates, the Bill would prob- 
ably be preferred to the Bond by large classes of investors. 

But when ct«is proposed to lower Bill rates, objection may 
be made. One of the objects aimed at when the continuous 
issue was first introduced v^as the control of the market rate of 
discount. In the early part of 1915 that rate had been unduly 
low. The terms conceded to subscribers to the First War Loan 

t 

had put the Bank at the mercy of the market. On February 
23rd, 1915, 20 millions of six-months Treasury Bills were allotted 
at an average rate of AT 12s. id., having been tendered for three 
times over. The exchanges; which. had been in our favour in 
1914. were ‘beginning to set against us, and it was obvious that 
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the market rate indicated by such a tender was dangerously low 
and required to be raised. But it does not follow that we need 
now maintain a minimum * rate, for the shortest Government 
paper, of over 5 per cent. This is to go to fhe opposite extreme. 
New York rates seem to be fully a ppftit below ours. On Decem- 
ber 24th, 1915, ten days’ papea: wa^at 3 per cent., ninety days’ 
at 4 per cent. 1 On January 27th, 1916, 25 million dollars of New 
York State 4 per cent. B6nds were placed at a price yielding 
only 3*85 per cent, to the investor, though here the low rate may 
be partly due to considerations connected with domestic taxa- 
tion. 2 • Again, it is just cabled as we write tlfat an issue of some 
3£ millions of Argentine ©ne-year Treasury Notes has been well 
received in New York on a 4*70 per ceflt. I^asis. On the other 
hand, we have the suggestion by the City Editor of#the Morning 
Post that in October, 1915, American balances had been with- 
drawn in gold because 4 per cent, investments were not obtain- 
able (presumably for call money, since 4J per cent, was then 
obtainable on Treasury Bills). So, too, Mr. E. F. Davies stated 
(November 30th, 1915) that there was reason to think that a 
recovery of the exchanges had been due “to a certain extent” 
to remittances for the purchase of Treasury Bills. Neither state- 
ment is very positive. Evidently caution is required; but it is 
a question of the amount of remittances affected and of the 
balance of advantage. Upon the whole this seems in favour of 
a lower rate for short paper; in fact, for all Treasury Bills. 3 

Many would prefer that any necessary adjustment shcftild be 
made by raising the rate on the Bonds ; and it seems to be 
assumed by most people that the rate offered must rise for every 
successive loan. Tt would be difficult to find any solid basis for 
this assumption. It is certain that if rates are raised, either for 
the continuous loans or a new large loan, there will be a corre- 
sponding depreciation of all existing securities, exoept in the 
case of thase which carry conversion rights, and here another 
heavy burden would be thrown on the taxpayer. It does not 
appear that anything would be gained. Foreign money will 
certainly not be subscribed to loans Jiable to unlimited income- 
tax. Nor is it easy to see how home savings or home investment 


1 National City Banh Circular , January, 1916. • 

a Ibid., February, 1916. 

* It is, moreover, open to question whether large holdings of short London 
paper in foreign hands are desirable. There were great" cqjnplaints on this score 
after the South African War. It was said that the market was persistently 
depressed because so large an amount of Treasury Bills wdb held abroad, in 
regard to which it was difficult to judge whether or not they w5uld be renewed 
at maturity. 
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will be increased. As new issues are very properly under con- 
trol, there is no question of the competition of alternative forms 
of investment. Indeed, it might be doubted whether the present 
5 per cent, rate was f really necessary. It is probable that, if the 
continuous system had befcn introduced at the outset, sfll the 
requirements of the country oodld« have been financed at a maxi- 
mum of 4J per cent., or even, as Mr. Gibson holds, of 4 per cent. 
But a 5 per cent, rate should jn any case be offered for one year 
and longer small Post Office investments, not only for simplicity 
of calculation, but because the sacrifice of saving is far greater 
in the case of ‘those with small means, who require stronger 
inducements to make' it. Our present* system gives the easiest 
terms to the haute finance. But we are now committed^to the 
5 per cent, r&te for five-year Bonds, 'fiurely we may stop there, 
and neither increase the rate on the Bonds nor extend the Bond 
rate to a colossal loan. The better policy would seem to be to 
lower the rate on the shorter paper until five-yejtr qr longer 
Bonds are -taken up in the desired proportion. Foreign money 
requires independent treatment. It can only be attracted by 
loans placed abroad, in foreign currency, free of all British taxes, 
and issued at whatever may be found the necessary rates. If 
we depreciate the national credit by raising our home rates this 
will only further raise the rates we shall have to offer abroad. 

If we suppose that rates have been properly adjusted, so as 
to secure the right proportion of longer paper or Bonds, does 
any reason remain for a big spectacular loan? It may be said 
that our friends the French, excellent financiers as they are, 
thought it necessary to have a large consolidating loan in Novem- 
ber last. But the history of French war finance, viewed as a 
whole, seems to confirm the argument for Continuous borrowing. 
It is noteworthy that the Loan of Victory was the first raised 
by France In this war. Up to November 16th, 1915, France had 
raised about 1,040 millions sterling, or 69 millions a month, 
without resort 'tb loans: 276 millions by advances /rom the 
Banque de France, 487 millions by continuous issues of Bonds 
and Bills, 220 millions out*' of revenue or “unused credits,” 60 
millions from foreign loans (the Anglo-Franco-Ainerican loan not 
included). Of this *only one-sixth, or 180 millions, was spent 
abroad. 3 The great bulk of what was lent, then, so far as the 

question of account % is concerned , was returned to the country 
<> 

1 In November, 1914, Mr. Lloyd George said that four-fifths of our war 
expenditure would be spent in the country. 
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by the Government expenditure, in what M. Th6ry calls a 
“ mouvement giratoire ” so that banking disturbance was reduced 
to a minimum. M. Th6ry ‘gives figures which go far to support 
his claim that the amount of floating mon8y and power of sub- 
scription increased in proportion Jfb the military expenditure. 
The Victory Loan absorbed* soiqp of the floating fund ; but 
Government expenditure will soon restore it, when the “mouve- 
ment giratoire ” will resuirlfe its old proportions. It must always 
be remembered that there was a special reason for a consolidating 
loan in France. The outbreak of war not only struck an excep- 
tionally heavy blow at French finance, but if taught her market 
at a most inconvenient time. A new loan- had just Ijeen issued, 
but not yet transferred to permanent* hdlders. The position 
required regularisation in. many respectS. Nor wais it so much 
the short as the long French paper which was absorbed in *the 
Loan. Out of some 150 millions sterling of Bonds, J.27J millions, 
or nearly 84 per cent., were converted. Out of 3G0 millions 
sterling of Bilffe, only 89 millions, or about 25 per cent., were 
converted. This, though the Bonds yielded 5*60 per cent., the 
Bills only 5 per cent. Short paper is so attractive that we cannot 
trust to a big loan to reduce the proportion taken up. Here, in 
London, we have already had two large loans, the last of which 
was a consolidating loan, giving conversion facilities. Things are 
now running smoothly with us, and no special reason exists for 
a third loan. 

It may be said, however, that the five-year Bond is too* short. 
If so, Bonds of longer date should be offered. Mr. Drummond 
Fraser, one of the earliest advocates of continuous borrowing, 
recommended the issue of Bonds for three, five, seven, and ten 
years ; and there is much to be said for giving this wider option. 
The French Bonds are redeemable in five or ten years at the 
option of the Government. The fourth German Loan*just issued 
consists of .4£ per cent. Imperial Treasury Bonds at 95, divided 
into ten sgries, redeemable by yearly drawings ffofti 1923 to 1932 ; 
and also of a 5 per cent. Imperial Loan issued at 98*50, and not 
redeemable before 1924. The Germans have good reason for pre- 
ferring longer bonds. They expect financial trouble when the war 
ends. We need not. But whatever term for # redemption may be 
considered desirable, this term can be applied as easily to continu- 
ously issued bonds as to a new funded loan.. Even a loan must 
be redeemable at some not distant fixed date. The risk of 
depreciation must be limited. 

There $re some who advocate the big loan on the ground that 
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if a really colossal issue could be made it would stimulate invest- 
ment at home and have a useful political effect abroad. The 
political effect is doubtful : for it is* well understood that the 
larger the loan, the Snore artificial it must necessarily be. The 
kind * of advertisement required to stimulate investors is fceing 
well arranged by bankers and 1 brokers. Their timely hints to 
customers will in the long run be more effective than the nine 
days’ wonder caused by the splash of*a big loan. The big loan, 
too, will require heavy subscriptions by the banks, and corre- 
sponding creations of bank credit. This will cause inflation and 
further rise of prices, thus increasing the cost of the war, and 
involving tlje country in a kind of rake v s progress. 'Each succes- 
sive large loan, too,* seems to make an epoch, and is held to 
imply a rise «in the loan* rate. The continuous system, with its 
absence, of definite breaks, is free from this costly defect. In 
short, the continuous form of issue seems to hold the field. Its 
various options are convenient to the investor, and therefore cheap 
to the State ; it is smooth in its working, putting the minimum 
pressure and loss on the banks; it enables Government, by the 
adjustment of rates, to obtain loans for precisely the terms which 
from time to time seem desirable ; above all, it tends to base 
our loan subscriptions on real economies rather than on artificial 
finance. 1 

Reference has been made to the point that a certain amount 
of loan may have to be raised abroad, if only to rectify exchange. 
The exchange position has greatly improved in the last three or 
four months. Large sales of securities have^been made, and 
much has been done to centralise the various operations affecting 
the exchange. 2 * * The result is encouraging. The Dutch exchange, 
which fell heavily at the turn of the year; is still some 5£ per 
cent, against us; but the more important New York exchange 
seems welkin hand. This state of things can only be maintained, 
however, by continued efforts on our part. We must either raise 
further foreign' l6ans, or, preferably, further gales of ^securities 
must be made and private credits arranged. We may, and 
should, diminish our imports; we can hardly expect to increase 
our exports. In the first eleven months of 1915 the Bank of 
England exported between 80 and 90 millions of gold ; 8 almost 
the whole of the world’s supply for the period (say 97 millions 

1 It need hardly be said that the more artificial the loan, the more certain 
it is to depreciate. 

2 Similar concentration has taken place irt Austria-Hungary and Germany, 

and, as we now learn (February 22nd), in Petrograd. 

9 Morning Post , Qecember 2nd, 1915. 
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a year). Perhaps 60 millions of the 1916 supply may be exported 
this year. But it would be doubtful policy to seriously reduce 
our modest store of gold. The national reserve still carries huge 
responsibilities, and we do not know what further liabilities, may 
be incurred . The French call upfm us to correct the Dutch 
exchange by a gold export. They do not take similar steps to 
correct the Paris exchange on London. If they were to remit 
direct to Holland they could at Ihe same time right both •ex- 
changes/ It is not certain that this would be wise. The Bank 
of France, in its Annual Report, gave good r&asqns why it might 
not be*. Similarly with our New York exchange, heavy exports 
of gold might be mischievous. New Yo ^k i§ already glutted with 
gold, rfnd further exports would only rajse prices against us on 
our large balance of iih^orts. The importance of correcting 
exchange is very much a question of the volume and the character 
of the transactions affected by the exchange. It is •perhaps most 
important to us, because, if the loss of parity goes too far, it may 
interfere with the freedom of our gold market, which we desire 
to maintain. To other nations this consideration does not appeal. 
In estimating their position too much is usually made of the 
discount on their exchange, perhaps because it is always clearly 
in evidence and quotable. Under war conditions it cannot be 
held to prove either decline of national credit or depreciation of 
currency. A striking example of the exaggeration of exchange 
indications is seen in the contention of a distinguished .waiter 
that we should relax the blockade on German imports in order 
to increase the discount on the mark exchange. The blockade 
may be vital to the issue of the war. The discount on exchange 
is evidently not considered of such importance in Germany as 
to warrant the export of gold to correct it. 

But in our case exchange operations are very large; and, as 
has been said, the rate is otherwise important. Sir George Paish, 
who will not be accused of pessimism, estimates our adverse 
balance for next*year at 600 millions. 1 If we could finance so 
much of this as relates to Government expenditure, say 250 
millions, by loans or credits secure# abroad we might perhaps 
make up the balance by sales of securities. 2 It is, however, 
doubtful if we can depend on the United States to finance the 

1 Statist , January 8th, 1916. • 

8 Sir George Paish estimates that we hold some 1,77 U millions of securities 
(South American and Canadian are included in this figure) which American 
investors might conceivably be willing to buy. The Times oi January 24th, 
1916, mentions a New York estimate that the United States has absorbed 
350 millions sterling of securities since May 1st, 1914. 
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whole of this huge sum. That country has surprised the world 
by the unexpected financial strength it has shown under the 
strain of the war : l^ut we need not look solely to New York. 
Very t large profits have been made in Holland and Scandinavia. 
The Bank of the Netherlai$tls has a gold reserve of more* than 
80 per cent, against its note issufe, treble the amount held in 
normal times (nearly 39 as against 12J millions sterling). 1 The 
Bank of Sweden is so glutted rwith gold that it has obtained the 
repeal of the* law obliging it to buy all gold offered at a fixed 
price. We are noti*without powerful friends in these countries. 
They are all in close relation with the Amsterdam market. * Why 
not offer tlrem a loan t with interest payable in florins in Amster- 
dam, and of course tax free? At present we hear that the New 
York loan is* being bought for DateK ‘account. Tt would be a 
fitting compliment to the strength and international importance 
of Amsterdam if the next foreign placement were made there. 
The hoarded wealth of India has been proverbial fpr ages. Is 
it impossible that a well-planned rupee loan should be floated 
in that country? Japan, the only other possible lender, whose 
recent prosperity is remarkable, is now rendering effective service 
to the Allies by financing Russia, and by buying back the per 
cent, loans she raised in London. She can hardly be expected 
to do more. 

In regard to the sale of securities abroad, as in so many other 
respects, our national finance largely depends for its success on 
the efficiency of the Stock Exchange. It is still necessary to 
insist on the importance of freeing this greet market from 
arbitrary restrictions. Much has been done in the last three 
months by way of removing minimum prices ; but while each 
successive removal has left the market stronger, it has emphasised 
the unfairness of such minima as remain. This has been 
especially felt by the unfortunate payers of death duties. The 
pressure of this tax, always difficult to finance, has been trebly 
increased. The war has multiplied the occasions for its imposi- 
tion (in direct proportion to the public sacrifices of the families 
concerned) ; the rate has beeh raised ; and, owing to the minimum 
prices enforced, although a partial allowance has been made, it 
is often found thatf the securities passing have been assessed 
above real market values. What is gained by this artificial 
system? Banker§ and others may be concerned at having to 
write down securities in their balance-sheets. But official mini- 

c 

1 The consortium of Dutch banks lowered their deposit rates to ^ per cent., 
“the lowest figure e\^r known in Holland/’ February 24th, 1916. 
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mum prices do not alter real values ; they only destroy market- 
ability on the official market. It is notorious that transactions 
are being carried on at prices nearer to r%al values by outside 
dealers, who are not subject to any of the rules imposed iij the 
public interest on members of the “House.” Is it really desired 
to drive the public into the hands of these outside firms? After 
all, and in spite of 'the partial abolition of minimum prices, the 
fall in values has been remarkably small. The 3,000 odd millions’ 
worth of securities scheduled every month in the Banker’ a Maga- 
zine oply lost 6'6 per cent, in value between ♦January 20th, 1915, 
and December 17th, 1915. Half of this fall was consequent upon 
the isijue of the 4£ per cent. War Loan, wjhich radically altered 

the basis of valuation. 1 , 

* • 

If we consider the change in the rate of interest caused, by 
the immense war loans, the fall in capital values is astonishingly 
small. Indeed, if we reckoned our holdings, as the French do 
their Rentes , by their yield, it is doubtful whether, on average, 
there would be any serious loss to bring to account*: for there 
have been profitable exchanges from American securities into 
war loans, and large conversions from older loans into loans at 
higher rates. Whatever the loss, it is more than set off by the 
immense advantages of an effective, active market, with real 
instead of merely nominal values. 

An able American writer has said that it is impossible to con- 
ceive the modern banking system in the absence of an effective 
stock exchange. 2 To no banking system is it more important 
than to our owif, which makes so large a use of securities as 
collateral. Nor is it less essential to public finance. Some of 
the earliest and ablest defences of the London Stock Exchange 
contend that it was absolutely indispensable to our system of 
funded loans by the help of which the British Empire was built 
up in the eighteenth century. Pinto, and other experts, held 
that its efficiency, and the volume of its business, were a prin- 
cipal reason of the transference of financial supremacy from 
Amsterdam to London. In view of the huge and unprecedented 
financial operations now confronting # us, it is surely desirable to 
give all possible facilities for the free working of what is still 
the world's greatest market for securities. • The part it has to 


1 By the return just to hand, it appears that, in tjie two months since the 

last return of December 17th, 1915, the fall in aggregate? values has only been 
0‘6 per cent., in spite of the removal of minima from Colonial Government 
Stocks. • 

2 Cf. Prof. H. C. Emery, Speculation on the Stock and Produce Exchanges 
of the United States , 1896, p. 157. 
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play in maintaining the Empire at this crisis in our fortunes is 
hardly less vital than the part it played in its creation. 

When the positiop of the Stock market is regularised, our loan 
machinery will be in good order ; at any rate, so far as the ordinary 
investing classes are concerned. But a difficult problem remains. 
The people as a whole must belbrbught in ; the War Loans must 
become national institutions. The ^difference in this respect 
between Consols and Rentes is extraordinary. Men at the 
university, attending lectures on economics, have been known 
to ask what Consolg were. Rentes are a household word to the 
humblest Frenchman. They serve as a savings r bank to the 
peasant, and the middle^class go in ancl out of Rentes instead of 
keeping a current account with a banker. They can be 'bought 
and sold in the smallest amounts at‘dvery Post Office; in fact, 
down to the sum of three francs <i.c., TOO francs, or .£4, stock). 
It is a very old maxim in this country that the best way to 
attract gold is to give every facility for taking it .aw^y again. 
The French have applied this sound rule to savings. By their 
consideration for the small investor they have made their Rentes 
the best held funds in the world. In 1908 there were 4,631,857 
holders of Rentes against 255,112 holders of Consols; and if we 
do not take into account Consol certificates, the average size of 
the holding of Rentes is one-nineteenth the average size of the 
holding of Consols. Their Funds, like their National Bank, are 
thoroughly democratic ; and they are taking care that it shall 
be the same with the new War Loans. French Treasury Bills 
(three months at 4 per cent., six months and twelve months at 
6 per cent.) are being issued down to 100 francs (say, £4 : our 
limit is £1,000!). Bonds can be bought in amounts as small 
as 5 francs and 20 francs at every Post Offifce, where they are at 
once handed over against cash. 1 As M. Thery well says, the 
creation of* these Bonds answers rather to political than financial 
considerations; but it is certainly wnrth while. Small savings 
are thus enlisted ia the finance of national detente ; and .the reflex 
effect on economy is equally important. We have lately taken 
useful steps in the same direction. Much has been done to reach 
the small investor through the Post Office, the only kind of 
financial machinery, he understands. The arrangement for the 
custody of Bonds by the Post Office is excellent. Best of all are 
the provisions recently amiounced making the new Certificates 
and Scrip Vouchers under £5 payable in cash on demand. It 
would be weh 'if this system were extended, so that amounts of 


1 $con. Eur. y February 18th, 1916, p. 105. 
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War Loan under dGlOO might be dealt in at the Post Office at 
just remunerative commissions. The institution of savings banks, 
and still more of the Post Office banks, gave immense stimulus 
to thjjft. Perhaps a still greater ac^rance would be made if we 
equld give our national Funds something of the position and 
popularity the Rentes enjoy in France. 

Thrift, it may be hoped, is now coming into its own again. 
The War has found out many w£ak points in our policy, none 
more glaring than our recent attitude towards thrift.’ It has been 
the fashion, even with some of our economists, to decry it as 
a sordid and* mischievoug vice. Politicians have held it up to 
odium^and punished it by extra taxation. Worse still, the State 
has described income derived from saving as “unearned,” a term 
which to most men carries the meaning 6f undeserved. Income 
derived from saving is really* twice earned. To the majority, 
people of small means, the effort of saving is mucli harder than 
the original earning of what is saved. The exercise of faculty in 
earning wages, salaries, and profits is often agreeable ; and some 
day, when labour is ideally organised, we may hope it will be 
agreeable to all of us. But saving will always involve self- 
control and self-sacrifice. It ought not to be too hardly felt; 
every facility should be offered, and all possible concessions made, 
to small savings. Like every other useful habit, saving may be 
carried to excess. But in due degree it contributes a very neces- 
sary element to character; and we should have less wasteland a 
more thorough utilisation of wages and incomes, if saving were 
more common. Nor has there ever been a time in history when 
saving was more imperatively necessary. Even before the War 
there had been a serious rise in the rate of interest, which went 
far to compensate the saver, in automatic fashion, for the burdens 
imposed on him by the politician. * But there must b^ an unpre- 
cedented shortage of capital after the War. To establish habits 
of eoonom/ should now be the first concern of statesman. 1 

It wilbbe extremely difficult to make England thrifty. Thrift 
involves intelligence no less than self-control. Above all, it 
requires what is really the highest* quality of mind, I mean 
imagination. Nothing is harder than to actualise the future ; to 
realise that its wants will be as urgent as thoSe felt in the present, 
and for older persons, more expensive to provide. It is their 
education, spirit, and intellectuality which htive made those two 
brilliant peoples, the Scotch and the French, tli£ most thrifty 

• 

1 Even in the United States, to which the War has brought nothing but 
prosperity, a Thrift Campaign has just been inaugurated by the American 
Bankers* Association. 
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of European nations. Perhaps this explains why the English 
do not take so kindly to saving. So it has been for centuries 
past. There was nor better judge of national psychology than the 
grea*t Daniel De Foe. Her^ i# his estimate of us in 1704. J^Good 
husbandry is no English vertue, it may have been brought over, 
& in some places where it has been planted it has thriven well 
enough, but ’tis a forreign species, it meither* loves, nor is belov’d 
by an Englishman . . . . Tho* this be a fault, yet 1 observe from 
it something of the natural temper & genius of the nation ; 
generally speakings they cannot save their money. ’Tis, gener- 
ally said, the English get estates, & tjie Dutch save them. . . . 
English labouring people eat & drink, but especially the v latter, 
three times ,as much in value as any t sort of forreigners of the 
same dimensions in the world.” 1 Another brilliant observer, 
M. Taine, says that the Englishman provides for the future, not 
by his savings, but by his expenses. There is something to be 
said for this solution, for we must never encourage people to 
starve themselves into inefficiency. Bat it does not establish the 
habit of thrift, nor meet the need of the hour. 

There is, however, another equally well-marked trait of our 
national character which might be turned to account. Sentiment 
apart, there seems no solid objection to utilising for the national 
profit the inveterate and irrepressible desire to “try one’s luck ” 
which is so often found in healthy, and therefore optimistic, 
human beings. Tn spite of our prudery on this point, there is 
no country in the world where this desire is so strong as in Great 
Britain, or so grossly exploited by rascality. Very much of what 
is euphemistically called “sport ” is really gambling, and some- 
times worse. As things are, the gambling instinct cannot be 
suppressed, and often leads to ruin. Why not furnish an 
innocent means of gratifying it, which will actually develop habits 
of thrift, and where the result of the stake, so far as it is un- 
certain, will be jlue to pure chance, and not to admixture of 
chance and fraud? This seems to be the object of thfe proposal 
to issue premium or bonus bonds. These bonds would carry 2£ 
or 3 per cent, interest in * any case, together with rights to a 
chance of a bonus in addition. Thus the “sportsman” would 
become a “rentier ’malgre lui” ; and, perhaps, in due time, the 
unfailing virtue of interest might come to be held more substantial 
than the mere cbahce of luck. Such an issue by the Govern- 
ment has beert declared perfectly legal. It seems the only way 
to get hold of the spare cash of a large class who squander most 
freely. 

In any case ^a popular campaign will be required. The 
1 De Foe. Giving Alms no Charity. 1704. 
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imagination must be stirred. The people are everywhere waiting 
for a lead. Except for the invaluable example of H.M. the King, 
they have not had one that makes an adequate appeal. They see 
waste everywhere, and on such a huge scale that their small 
private economies seem useless ; for ^hey cannot appreciate* the 
magic of large numbers. If one-te*nth the energy ordinarily spent 
on party struggles w^re devoted to the advocacy of economy, our 
financial problems would be solved. 

It is in the public service that waste is most flagrant, and its 
example most discouraging. It looks as if al^ the old checks on 
expenditure were in abeyance, or at least ineffective. Army 
supply officers have been heard to say that the whole .population 
of Belgium could be supported on the waste of the British Army 
in France. After allowance for the vigour of expression which 
we like and expect to find in the soldier, it is certain that not 
only abroad, but at home, expenditure has been reckless. Every- 
one you meet can give you a score of examples of it from personal 
observation. It* is startling to hear that at a single stroke the 
expenditure on shells could be cut down by £400,000 a week ! 
Another source of serious loss is the imperfect utilisation by the 
State of requisitioned resources, as, for instance, in matters of 
transport ; and the failure to find work for so many highly skilled 
men, engineers, for example, when others are being heavily over- 
worked. Abundant supplies of funds to huge bureaux of officials 
is another cause of waste. If it be true of the English generally 
that they are apt to take the amount of their incomes as a kind 
of indication of v^hat they are 'justified in spending, this is still 
more true of English officials, public or municipal. They seem 
bound to justify their existence by some kind of activity, some- 
times merely obstructive, sometimes, as where there are Works 
Departments, seriously wasteful. Local authorities, with less 
excuse, have been almost as bad as the central authorities. Local 
rates have doubled in twenty years. The “unproductive” local 
debt has rpore than doubled in the same time. 4Hbe only way to 
check these abuses is to cut down Jthe supplies. Grants from 
national funds to local authorities should be withdrawn during 
the war. Officials will spend all they can get without provoking 
a kick from the tax-paying Issacliar. But $hey know when it 
is wise to stop. They will in general cut their coat according to 
their cloth, and avoid unduly raising rates. # 

Example and appeal should be used for all they are worth ; 
but you cannot extemporise national habits. Tt must come to 
pressure in # the end, before the necessary economy will be secured. 
Either high prices or taxation might serve the purpose. It would 
No. 101. — VOL. XXVI. , c 
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seem that in Germany they have mainly relied on the effect of 
high prices, aided in certain cases by the system of rations. The 
consumption of the t masses, whose wages have not risen in pro- 
portion, has thus been reduced. Certain classes have made large 
profits, but these are the classes who naturally save. Moreover, 
their increased resources are easily visible in bank balances, etc., 
and means are found to induce the investment of these resources 
in the German loans. It used, to be said that mediaeval sovereigns 
used the Jews as a financial sponge. They were allowed to 
absorb wealth frorp the people, to be periodically squeezed into 
the coffers of the" prince. Germany seems to be using her wealthy 
classes, and Austria-Hungary her bahkers, in similar fashion. 
This policy is not open to us. While a certain nurfiber of 
employers hiave made .large profits, the bulk of the classes who 
normally save have been hard Jiit by the war. The working 
classes, who care unusually prosperous, are not as a rule savers 
otherwise than by subscriptions to societies. The best way ‘to 
tap the extra earnings of both employers and employed is by 
taxation. 

It is generally more equitable to tax by diminishing incomes 
than by raising prices ; but it will be difficult to tax wage incomes 
directly. Commodities, especially certain imports, must be taxed, 
and prices will rise in consequence. But every effort should be 
made to check any avoidable cause of a rise of prices. They 
should not be allowed to rise through disorganisation of trans- 
port, or artificial finance, for example. The rise aggravates our 
financial burdens, upsets all estimates, and caqses social friction. 
It is already excessive. Prices have risen 46 per cent, since the 
war began, and 10J per cent, in the two months, December, 1915, 
and January, 1916. Not more than 3 per cent, of this rise is 
due to gold supplies. A large part is due to the increase of 
purchasing power (either currency or bank credits) caused by the 
abnormal war demands: Much of this is inevitable, though 
it can be reduced to a minimum by continuous borrowing. Sir 
George Paish thinks nearly one-half of the rise is due to rise of 
freights. This urgently requires correction. It is only in so far 
as prices are raised by methods that create revenue that we can 
regard them as a useful instrument of finance. 

To taxation, then, and heavy taxation, we find ourselves 
driven at last. T{ie raising of loans is connected in so many 
ways with the nature and amount of taxation that neither ques- 
tion can be satisfactorily handled without reference to the other. 
But limits of space, already strained, prevent a discussion of 
tax-policy here.* A few brief suggestions only can be made. 
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True economy, whether in time of peace or war, rests on a rational 
adjustment of values. Taxation can do something to enforce this. 
Such expenses as are merely ostentatious or conventional form 
the bqgt possible subjects of taxation ; ^here is no loss of essential 
utilities, and the labour released is urgently needed for necessary 
services. There is no economy within the reach of the middle 
classes at all comparable yith what would be gained by the 
reduction of domestic, service. Heavy taxes might be imposed 
on all servants (the necessary exemptions made for ths sick, 
young children, hotels, etc.). Indeed, all licences should be 
raised, and retransferred, for the period of the war, to the Con- 
solidated Fund. If these taxes proved prohibitive large savings 
would *at once be possible ; if not, the^ would at^ least raise 
revenue with a minimum ol hardship. Consumption of all hut 
the poorest may be substantially reduced. Professors Hopkins 
and Wood, after a careful study, estimate that 60 mtllioiis might 
be # saved in food # by those earning more than 30s. (say, now, 35s.) 
a week. It is certain we should be none the worse if 100 millions 
were saved on alcohol. The heavy taxation of spirits is obviously 
indicated on all grounds. Life-long smokers have found that it 
is possible to dispense with tobacco. The consumption of cigar- 
ettes is enormous. Here an expensive import might be checked. 
The expenditure on amusements, which seems higher than ever, 
should be taxed ; so, too, advertisements and photographs. The 
Italians have a tax on men of military age exempted .from 
military service. This tax is said to have met with general 
approval. Taxes <*n war profits are in all countries recognised 
as obvious and equitable. 

Whatever special taxes are selected, certain general aims 
must be kept steadily m view. Taxation has seldom been what 
Adam Smith said it should be, a mere instrument of revenue. 
The great Colbert used the tax-system as a sort of clavcqin, or 
keyboard, by the manipulation of which he could control the 
direction and development of the national industry. Afterwards 
it was used to foster colonies and extend empire. In modern 
times it has become the fashion to use •it as a means for redress- 
ing inequalities in the distribution of wealth. To-day the 
question of revenue is certainly urgent ; but the main objectives 
of taxation must be to check unnecessary consumption, and 
especially unnecessary imports ; and generally te enfcft-ce economy 
and promote thrift. Relatively, our resources are good if we 
are, willing to use them to the full, and intelligently* Nothing 
less will serve. 

H. ^3. Foxwell 
o 2 



COULD WE IF WE WOULD, AND WOULD WE IF WE 
' COULD, CAPTURE GERMAN TRADE ? 1 
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The question which the club is asked to consider is presented 
in an alternative form. t “ Could we if foe would, and would we if 
we could, capture German trade?” It will, I imagine, be 
admitted that if the answer to the firSV part of the question is in 
the negative, the second becomes, of no importance. But it does 
not follow that if we could capture German trade it would be right 
of us to take this course. 

It is true that no answer will be required tilf the end of the 
war, and at the moment such a prospect does not seem to be 
at hand. Nevertheless, it is well we should consider now what 
answer we shall give when the time comes, lest half-unconsciously 
we may find ourselves committed beforehand to a false conclusion. 
There are not wanting signs that this is going on at present. The 
report of the Sub-Committee of the Advisory Committee of the 
Board of Trade on Commercial Intelligence is an ominous 
indication of that to which 1 allude. 

In attempting to lind an answer to the firsj, part of the ques- 
tion we must understand precisely what we mean by the German 
trade which we are invited to capture. German trade, like the 
trade of any other country, means, 1 take it, the whole of the 
activities of the nation as translated into production of all sorts. 
So regarded, the work of the philosopher in his closet, and cer- 
tainly the work of the investigator in his laboratory^ go to form 
a part of trade*;*for at any moment work of this* sort may be trans- 
lated into actual commercial results. Who, for example, would 
have thought that Oersted’s apparently quite irrelevant observa- 
tion that a magnetic needle brought within the influence of an 
electric current is Reflected would permit us to establish almost 
instantaneous communication between London and New York — 
still less thafrit opened possibilities as to the production and trans- 
mission of energy, the extent and ultimate effect of which wo as 
yet only dimly perceive? 

Now, it is obvious that in this sense we cannot capture 
1 Read* before the Political Economy Club, March 1, 1916. 
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German trade except by capturing Germans, and then we must 
either maintain them by our own efforts out of our surplus, or 
set them to work to earn a livelihood for themselves — or, perhaps 
more limply, by exterminating them, /nit a definite and complete 
end to German trade. But would this suit us? To answer this 
question would be to deal with the second branch of the problem, 
and so I will leave ft for tile moment. 

What is probably meant by those wdio ask us to capture 
German trade is that we should capture some special branch or 
item of.German trade. And it will at once occfir to every member 
of the Club that certain particular trades are suggested for cap- 
ture, or that the British manufacturer re blamed for hot having 
prevented the Germans from obtaining them. # 

What appears to me the fatal defect in any such suggestion 
is that whatever trade the Germans possess, which anyone in this 
country would like to have, is the trade to be captured. The 
method of capture is, however, not to be that of producing the 
article in question cheaper or better, but in succeeding in inducing 
the Government to' afford means of selling it dearer. Let me 
take an example. The dye industry, as it is called, that is to 
say, the manufacture of dyes from the by-products of the distilla- 
tion of coal ought, say the would-be “capturcrs,” to be a British 
industry. Good. But, say they, it shall be captured by the 
Government providing capital to erect the works at cheaper rates 
than this can be done by private enterprise, and some guarantee 
shall be given that after the war the produce of the factory shall 
find a market in # Engiand. Does this mean that the taxpayer 
shall find the difference between this cheap capital and the price 
of capital in the open market, and that the consumer shall pay 
as much more as may be needed to keep the factory at 
work against the German dye-maker? Will it # suit the 
calico printer in Lancashire to buy dear colours in order to 
make materials to meet the cheaper-dyed German_articles in the 
neutral markets of the world? The British dye-maker can 
capture the trade without any intervention on one condition. 
Let him make dyes cheaper and betteT than the German and he 
will find the Lancashire printer quite ready to become his cus- 
tomer. It is a less heroic but a sounder rerftedy than to evoke 
the aid of the State. 

But it is said the the German manufacturer has got a firm 
hold on the market, and by fair means or foul # has created a 
monopoly which it is our business to break. It is further sug- 
gested that "this cannot be done except by State action, and that 
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the operation of individuals is powerless against the great com- 
bination which has been built up. The British manufacturer is, 
moreover, blamed fqr having allowed a British invention to pass 
into # other hands. Before we admit any of these contentions 
they should be carefully scrutinised. We may admit that the 
German system of education put "into the hands of the German 
manufacturer the means of conducting his operations in a 
thoroughly scientific way. Very carefully trained chemists were 
turned' out of the technical schools by the hundred; those in 
control of the establishments had the good sense to make full 
use of the materials thus provided. The field of inquiry was 
quite new and offeree! alpiost boundless' opportunities of research, 
and there was no failurp on the part of those concerned ^under- 
take the investigation.. “ 

Now, in all this, what fault have you to find with the German? 
Great Britain might have done the same, and if she neglected 
to do it, she has herself to blame. 

Or, let me take an example of what may be called the foul 
means. I am told that the celebrated Badische Anilin Gesell- 
schaft, availing themselves of the provision of the Patent Laws 
intended to thwart them, erected works in England, and so com- 
plied with the law, but were careful to establish a part of the 
process out of which an essential stage was omitted, which was 
accomplished in Germany. So we are hoist with our own petard, 
as is , frequently the case. It cannot have failed to amuse a 
cynical' Free Trader (if such a being exists) how often has this 
happened. The report to which I have referred mentions one 
such case (§ 19) where the mark of origin so loudly demanded 
some years ago is now complained of as unduly advertising 
that country. But for the war we might have found our- 
selves invited to legislate against any manufacturer marking his 
goods with the name of *he country of origin. While I am on 
this subject 1 would like to call attention to the naive \ observation 
in § J8, viz. : The representatives of the jewellery trade urged 
that such marking could be extended even to small articles such 
as rings, and in the case* of glassware it was suggested to us 
that the marking should be in the glass itself, the slight 
resultant disfigurement being, of course, not objectionable from 
the point of view of British manufacturers.” Why not make the 
“resultant disfigurement ” fatal to the use of the article and have 
done with it 1 

But T rpust not be understood to* contend that T do not think 
there is some ground for regret that a great new branch of industry 
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has passed almost entirely out of British control. What I do 
say is, that before you blame the British manufacturer you must 
take all the circumstances into account, and # I will mention two, 
the importance of which I regard as very great. In this, as in 
many'other cases, the Government, both central and local/ and 
in some instances public opinion, far from helping the manu- 
facturer, have hindered hijci. Facilities for the use of alcohol 
were essential to the perfecting of tj le aniline dye processes. Our 
laws withheld these, and the would-be dye-maker was the more 
deterred from entering on a difficult manufacture . because he 
knew Ife would be perpetually harassed by the Excise. It would 
take me too far to give other instances^ but the industries con- 
nectcd-with gas, with motors, and with electricity (to name only 
a few), give even more striking instances of the satne sort. 

But, besides all this, there is another consideration. I have 
been engaged in industry in this counfry since 1862. In all that 
period 1 affirm that there has never been a time of any duration 
when it would have been possible to get 10,000 capable workmen 
to take up new work. There have been plenty of unemployed, 
but they were persons who, under the conditions existing, were 
unemployable. I will not elaborate this thesis. I mention the 
fact in order to show that there was no need in Great Britain to 
look for new industries. Her people were fully employed. She 
had the greatest trade, both internal and external, in the world. 
Why should she trouble if some branch of industry fell to Ger- 
many? But look at Germany. I have known- her since* 18Q0, 
when 1 spent two^years at Gottingen. She was then a strikingly 
poor country, in which the conditions for building up great 
industries were lacking. The Westphalian coalfields were hardly 
begun to be exploited. Hibernia, the name of the chief of the 
earlier enterprises in that region, testifies to the fact that it was 
necessary to come to these islands to find men and money for 
the purpose Shortly after I left Germany began that series of 
struggles for aggrandisement, which, continuing^till 1870, gave' 
Prussia the predominant position which for the moment contented 
her. Germany, now at last united, entered on that marvellous 
development which we have since witnessed. Coming thus late 
into the field necessitated her turning her haryl to whatever work 
she could pick up. Every praise is due to her for the way in 
which she faced her task. We may think tljat she would have- 
done better in this way or in that, but, taken as a whole, it must 
•be admitted that the work .was done with the most remarkable 
skill and perseverance. But people would have been found to 
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complain whatevei the industry of which she had taken hold. 
People do complain that she has become a great iron-producing 
country, an industry on which (from a purely selfish point of view) 
I could wish she had not embarked ! 4 

This is due to the simple fact that she has huge resources 
of iron ore which she did not begin earnestly to develop till after 
the Franco-German War. Nothing }*we could have done would 
hav*e prevented this great industry springing up. How can we 
hope to capture it? Just as we, grown rich, sought to spend 
our surplus wealth <m drawing from all parts of the globe supplies 
to satisfy, not only our absolute needs, but our luxurious desires, 
so Germarfy, growing rich, wished to do likewise. I recall an 
observation of the gentleman with whom I lived in Gottingen. 
“What I envy you Englishmen,” said ‘he, “is your abundance of 
oranges.” 1 did not realise the significance of the remark till 
long after. Germany then had no surplus out of which to buy 
oranges selling at two a penny in Great Britain. I have given tWo 
instances. ! It would be easy to multiply them, and this could, T 
think, be done from the list of trades which are mentioned in the 
report as needing protection, though it appears to me that the 
very figures adduced go far to negative the claim. 

I turn to another plea which is put forward by those who 
wish us .to capture German trade, and which it would be dis- 
ingenuous to slur over. We are asked to learn one essential lesson 
from the war, and that is, not to he caught short of any “Ivey” 
industry. Before I admit this, 1 should like to be sure what a 
“Key” industry is. One thing is, T think, certain, viz. : that no 
one a hundred years ago. after the* last great war in which this 
country was involved, perhaps 1 might safely say no one two 
generations ago, would have mentioned as “"Key ” industries those 
for which people now r claim this title. 

Would zinc have been thought essential when war was waged 
-with muzzle loaders, or cotton or the by-products ‘of the dis- 
tillation of coaPwhen gunpowder w r as tK' solb “propellant ” or 
explosive? “Villainous saltpetre” would have been much more 
likely to be so regarded, but if so regarded to-day it would be for 
a quite different reason. The older members of the Club will 
recollect the consternation which prevailed in Europe when the 
King of Naples forbade the export of sulphur from Sicily ; some 
may remember that* the result was to bring to perfection a process 
for the recovery of sulphur, which is identified, by the way, with 
a man not pf German, but of English nationality. • > ■ ' * 

Who can say what, when war is next waged d&fy 'mankind, will 
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be the “Key” industry? Peradventure some delicate alloy of 
steel involving the use of- a rare metal. Shall we “protect” 
(heaven save the mark !) all rare metal industries lest one of 
then* should be found the Key to the^lominion of the air, as may 
easily be the case? Besides, jjiay we not question the wisdom of 
giving to zinc this “privileged” position. No doubt the shortage 
of it and the fact 'that nrore than half of the total production 
was in enemy countries, or at least countries in enemy hands,* put 
us at some disadvantage. But we got the supply we wanted by 
paying for it. Better do that than enhance fBr all time the price 
of zinc to English manufacturers, which, say what they will, is 
wh'at the “capturers” mean. The galvanised sheet trade has 
been, and, if it can be s^ved from its friends, wilUbe again, an 
important British industry. Will it be helped by having to com- 
pete with German sheets buying their zinc cheaper than it is 
produced at Swansea? We were, no doubt, short of zinc 
and dyes, but*without them we waged war with some energy. 
J think I can point to other commodities of which there 
was a much more grievous shortage, and which with a little 
foresight would have been provided without calling for any 
such measures as those for which the Advisory Sub-Committee 
asks. 

But let us suppose that all these objections arc regarded as 
invalid, and we are still on capture bent. How shall we proceed? 
Peace declared on what terms you please to suppose, Germany will 
want to get to work as quickly as possible. Her excellently 
equipped factories will be put to rights, and speedily will begin 
to produce, so that she may meet the burdens the war has bound 
on her back. I dismiss the probability of her transferring these 
in any effective way, or to any large extent, to other shoulders. 
1 am sanguine (shall I say visionary?) enough to hope that we on 
our side will equally dismiss the possibility of binding our like 
burdens on other Jiacks. Her frugal and indusicious people will 
set to wofk to produce as cheaply as they know how. In what 
way can we stop her? By refusing to buy? Well, she will take 
her wares to other markets. The world, all except the Allies, 
bound, I will suppose, by mutual agreement to boycott her, will 
buy her cheap and excellent goods as greedily as they did before. 
How can we prevent them? Surely we shall not be asked to 
try th# only effective way, by hemming her in by sea and by 
land, by* a, complete and real blockade, for that is outside the 
postulate that peace has been declared. Will anyone suggest a 
real way to captua* her trade? You don’t CEypture a bird by 
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surrounding one little piece of the universe with a net and leaving 
the rest open to its unlimited flight. , No ! You cannot capture 
German trade, and you will only do yourself irremediable injury 
if you try. v # 

I might leave it there. But may I take a few minutes to say 
why I would not if I could? If I 'am right, the best thing I can 
do is not to try, not to be led by thisjwill o’ the wisp to attempt 
a bbycott. On the contrary, 4et me encourage Germany to sell 
me all'she can. In 1913 Great Britain took from Germany 801- 
million pounds’ worth of goods, of which we retained over 76 
millions for our own use. f 

If we refuse to take them when, after the war, she regains her 
position of q. great producing nation they will go filibustering 
about the world seeking purchasers. Moreover, if we don’t take 
them, can we expect Germany on her side to resume taking the 
60£ million pounds’ worth which in 1913 she took from us? 
Unless I am mistaken, it would be found on examination th&t 
we bought on the whole cheap things from Germany, and on 
the whole sold her expensive things. Not a bad sort of trade for 
us, whose object is to pack as much labour as we can into our 
exports. But, how r ever this may be, it would seem that, far from 
pursuing the policy which I understand is meant -by those who 
would have us capture German trade, we should take as great a 
slice of German commodities as we can get, and give her as much 
of ours as she will have. Indeed, I am somewhat indifferent 
about the second. If a man has sold me anything I’ve got him 
tight. In malt or meal I am going to pay hint* by the labour of 
my hand or my head. Substantially, I pay my tailor’s bill in 
steel, though he does not know it, and probably would decline 
my custom if he were told what is my in£ention. 

This club deals with economics, and so far 1 have referred 
solely to the economic side of the question. But if ethics instead 
of economics formed the ground of our union, should We not find 
the same answer? When the war is over and life returns to a 
normal course, can it be doubted that the best way for all parties 
will be to obliterate with a*ll possible speed the horrible injuries 
it has inflicted? Not to stimulate and excite angry feelings, but 
to calm them should be our object. Will a policy which seeks 
to exclude Germany from the comity of nations and from the 
markets of the wofld have that effect? Would any reasonable 
moralist desire to cultivate hatred? Would he not rather wish to 
allay it in every way in his power? ‘Surely on all these grounds 
we ought not to capture German trade if we could. But there 
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is yet another argument which, to my mind, constitutes the link 
between Economics and Ethics. 

And this brings me to the last thing I have *uO say. We are 
too much led by words, and the terminology of trade too frequently 
connotes conflict to allow us to escape from the idea that strife 
in some form is the basis of commercial intercourse. But this 
is not really the case # . Con^nerce, all appearances to the contrary 
notwithstanding, is not conflict % but co-operation. The j?est 
bargain is not the bargain out of which either one. party* or the 
other gets the best, but that from which each draws his advan- 
tage, and will therefore desire to repeat the process. There is 
trade enough # for us all, arfd the more prosperous each ig, the more 
prosperous all are. 

It may be that, should- it lie with you to dictate the terms 
of peace, you will impose on your adversaries certain conditions 
relating to commerce. These will, I hope, be not in the nature 
of hampering their trade, but rather of fostering both theirs and 
yours. I cannot better conclude what 1 have to say on the Ethico- 
economic side of my subject than by quoting the conclusion of 
a pamphlet which I recently read. The author ends his most 
interesting work thus : — 

“The programme of the Allies cannot be a mere plan to crush 
Germany; for a nation of G5 millions (with German Austria 75 
millions) cannot be crushed. It must be a plan of defence, a 
plan for promoting the moral and political progress of Europe 
and of Humanity. It is a plan to force Germany to be human, 
to accept and to comprehend the humanitarian programme of the 
best German thinkers. Germany, when she has abandoned the 
ferocious philosophy of the Superman and the policy of the 
* Blonde Beast ’ aspiring to the blood-stained dominion of man- 
kind, will easily find her place as an equal among equals.” 

To help her to find that place will be a nobler task than vainly 
attempting, to capture her trade. 


Hugh Bell 



THE DILUTION O'F SKILLED LABOUR. 

\From a Correspondent.) 

From to economic point of view the movement towards the 
dilution of skilled labour is one of the most interesting episodes 
in .the war, for in it we see working characteristics peculiar to 
English trades unionism, which may have a marked effect on the 
results of the present war. Their presence was felt as soon as 
the Government discovered that all calculations # \vith regard to 
artillery wfcre absolutely wrong. The war, they found, had to be 
fought with high-explosive shell and not with shrapnel, and no 
experts — except possibly the Germans — had realised how vast the 
quantities of shell needed were. There immediately arose great 
difficulties with regard to the supply of chemicals and other 
components, with which it is not our object to deal. These the 
Government prepared to meet in various ways, while for the 
bodies.of the shells they continued to rely on the great armament 
firms of the country. 

The crisis in this connection arose early in «the spring of last 
year, when it was discovered that the armament firms were unable 
to carry out the enormous contracts which they had undertaken. 
They had relied upon sub-contracting to increase their productive 
capacity, and could not find epough sub-contractors to meet their 
demand ft>r enormous quantities of repetition work. British 
engineers had neglected repetition work and devoted their atten- 
tion to more specialised operations, with the result that, they were 
unrivalled as builders of ships or bridges, but had neither labour 
nor plant to deal with the vs,st quantities of simple turning. 

This neglect was due very largely to the attitude of the 
English engineering trade unions, whose policy and ideals could 
not be reconciled with the standardisation necessary for the 
economical repetition of a large number of simple operations. 
They insisted on their members being fully trained and not trained 
only on one machine for one process, while, being suspicious of 
the system of “payment by results,” they introduced restrictions 
on output, which robbed it of much of its value. Engineering 
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employers, therefore, were restricted both in the use which they 
could make of their labour and in the output which they could 
obtain by means of piece-work prices. 

The first restriction took the form <jf a very rigid limitation of 
the number of operations which semi-skilled or unskilled men 
could be called upon to perfofm. Accordingly, the right to do 
most of the engineering wqfk in the country was the monopoly 
of a limited class of fully skilled men. The Amalgamated Society 
of Engineers refused to allow a man to be trained -to work one 
machine only, exactly as the British Medical ^Association refuses 
to allow a man to qualify in surgery only and practise as a 
surgeon. Accordingly, for 'many years fully skilled engineers have 
been doing in this country work which in America is done by a 
semi-skilled or unskilled mftn, who feeds and watches* an elaborate 
automatic machine and calls in the skilled mechanic when the 
tools need sharpening or the machine generally requires attention. 

• The partial breakdown of the system of payment by results is 
due to its abuse on the part of a certain number of engineering 
employers. The whole object of this system is to make the 
engineer work harder, and there is a universal agreement that 
piece-work prices shall be so fixed as to yield to an average piece- 
worker, in his normal hours, from a quarter to a third more than if 
lie is working on “time.” The fixing of piece-work prices, of 
course, is not an easy task and it is usual, when a new job is intro- 
duced, to experiment for a month or six weeks, but at the end of 
that period the price should be fixed definitely on the above basis 
to compensate tlx* piece-worker for his extra exertions. 

Unfortunately, employers did not always realise that piece- 
work prices, once fixed, should remain unchanged in order that 
the workman may fefcl sure that any extra exertion on his part 
would earn a corresponding reward. The prices fixed were often 
high, so that there were “easy jobs” and hard jobs, and*employers 
often reduoed the prices of “easy jobs ” after they had stood for 
a long period, notf seeing that they were likely it) lose far more 
than they could gain by striking this blow at the psychological 
value of piece payment. An even mare unwise practice was also 
met with. It often happened that there were in a shop one or 
two mechanics of special strength or dexterity. Instead of fixing 
rates to enable the average worker to earn his “time and a third,” 
employers took as their standard these exceptional men. It fol- 
lowed, naturally, that the worker refrained from undue exertion 
lest he should lose his reward by the cutting of the piece-rates, 
and looked upon a man who worked very hard as ah enemy to 
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his class who was endangering the livelihood of his companions 
by making the best of his own particular skill. The consequences 
of this were disastrous, and enterprising and fair employers were 
prevented from making improvements to which no ob]ection,could 
reasonably be made. But thus it was that owing to the action 
of a short-sighted minority the policy of “ca-canny” became 
almost universal in English engineering shops, arnd the output 
both of men and of machines was greatly reduced in consequence. 

The removal of trade union restrictions on output was first 
discussed at a confefence at Sheffield on March 5th, 1915, between 
the Engineering Employers’ Federation and various engineering 
trade unions. The result^ was the “Shells and Fuses Agreement,” 
which made it possible for unskilled men to work on shell-turning 
throughout the country under the same conditions as prevailed 
at Barrow and Elswick, which were the only places where shell- 
turning had been done hitherto on a large scale. This was con- 
ceded in return for safeguards with regard to tl^e employment 
of the skilled men thus displaced, the maintenance of piece-rates, 
and the immediate restorations of the practices waived after the 
war. 

The “Shells and Fuses Agreement.” was supplemented a fort- 
night later by the “Treasury Agreement,” wherein the chief trade 
unions engaged in the production of munitions of war agreed that 
there should be no stoppages of work during the war, unless the 
difference in question had been unsuccessfully referred to arbitra- 
tion. The “Treasury Agreement” was subsequently incorporated 
in the Munitions of War Act, of which it was a vital part. 

The Government also endeavoured to increase the output of 
munitions by im]>orting Canadian engineers and by systematic 
use of the engineers who were found among** the Belgian refugees 
in the country, but white all ‘these steps were being taken the 
full measure of their difficulties had been advertised throughout 
the country and the agitation was begun which ended in the 
passing of the Munitions of War Act and the establishment of the 
Ministry of Munitions. The Government took power to control 
engineering establishments °(so far they have taken over more 
than 2,700 establishments), while by Section 7 they abolished 
free competition for labour in all industries connected with 
production of munitions of war. 

This is not the* place to discuss the shortcomings of the 
Munitions Act ; it is sufficient to say that the supply of skilled 
labour was pot materially increased, imd the chief result of the 
War Munitions Volunteer scheme, which was launched in July, 
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was to show that there were only a negligible number of skilled 
engineers who were not already engaged on Government orders 
of some kind. The Ministry of Munitions had, however, now 
laid ^own an enormous programme f<jr increasing the output of 
guns and shell, and for the new establishments which were 
contemplated engineers were r&quired in very large numbers. 

The Government .were, therefore, face to face with the problem 
of making more productive use ofc the skilled engineers in .the 
country. There remained no source of supply likely to yield 
any really considerable addition to the number of skilled men 
at their disposal, and the only possible means wliereby the ever- 
increasing demands could *be met was tl^e release of skilled men 
from every job which could be done by an unskilled man or 
woman. The Ministry calfed to their assistance a Committee, on 
which the engineering trade unions were represented, and as a 
result of their deliberations it was decided that the dilution of 
skilled labour was to be advanced in every possible way. 

The principle laid down was that no skilled man -should be 
employed on work which could be done by semi-skilled or un- 
skilled male or female labour. Every engineering shop was to be 
reorganised with a view to unskilled men and women being intro- 
duced in the largest possible numbers, the work to be done being 
rearranged so that the skilled men employed should for as large 
a proportion of their time as possible be doing operations for which 
their special skill was necessary. This involved a complete revolu- 
tion in the whole industry. In innumerable operations skilled 
men had been working machines by themselves, for part of their 
time preparing the machine for its task, which in the case of a 
modern automatic machine tool requires very high skill, but for 
the rest of their time •merely feeding and watching. Wherever 
possible the skilled man must now devote all his time to preparing 
the machines — that is, “setting them up,” and must leave the 
task of feeding and watching them to unskilled men or women. 
In each engineering shop the “ setter-up ” should ^>e a specialist 
preparing as many machines as possible for unskilled machinists. 

The extent to which this specialisation of function is possible 
varies considerably in different kinds of shops. T|iere are, of 
course, many machines which will continuously iteed the atten- 
tion of a fully skilled man. But in many operations one skilled 
man can very well take, charge of two or three machines with 
the necessary assistance from machine-men, while as the work 
becomes simpler the number of unskilled workers for whom the 
skilled man can set up increases, until the proportion may be as 
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great as one setter-up to fifteen or twenty machinists, male or 
female. 

The first problem to be dealt with in bringing about this change 
was the fixing of the wages of the unskilled labour introduced. 
The* trade unions definitefy refused their co-operation until the 
rates to be paid were fixed. The rates were finally settled by the 
Committee appointed by Mr. Lloyd (^jeorge, on which representa- 
tives of the various classes of labour concerned — skilled engineers, 
labourers, apd women workers — sat. The main principles laid 
down were that where the unskilled or semi-skilled workers did 
work identical to \hat formerly done by fully skilled engineers 
they must, receive the time-rates and the piece-rat&s of the men 
they displaced. Otherwise, women doing work not hitherto recog- 
nised as women’s worlc were to receive the same piece-rates as 
the men displaced and were to be guaranteed £1 a week, and the 
unskilled men were to receive the labourer’s time-rate, or when 
they were engaged on turning shells a special shell -turner’s rate, 
ten shillings a week less than the skilled turner’s rate for the 
district, hut not less than 28.9. a week. 

When these rates were fixed and other safeguards promised 
in accordance with the provisions of the second schedule of the 
Munitions Act the Executive Councils of the four chief engineer- 
ing trade unions promised their co-operation in furthering the 
scheme, and it was hoped that ther^^ould be no delay in carrying 
it out. The urgency was great, but while no estimate was 
possible of the extent to which the value of the skilled labour 
available would be increased, it was hoped that the gigantic 
demands which were contemplated for the spring and summer of 
1916 would now be met. Unfortunately, the support of the 
Executives meant less than was at first helped . The Ministry of 
Munitions immediately took steps to secure the introduction of 
unskilled* labour on as large' a scale as possible, and only then 

discovered how little the central officials of trade unions can be 

*. 

regarded as representing their members. Income districts they 
met with considerable success, but in others, and tlibse not the 
least important, for they included the Clyde and Newcastle, they 
met with a dead-weight of opposition on the part of the shop 
stewards and the local officials of the unions, which threatened to 
put an end to all their hopes. This opposition the Government is 
now endeavouring to break down, but their success at the time 
of writing is by no means complete. 

The causes of the opposition on the part of the workers are 
many. The issue was obscured in their minds by hatred of the 
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Munitions Act, which put powers into the hands of employers 
which they frequently abused. The widespread discontent caused 
by the Act strengthened the hands of the political extremists, 
whose only desire was to discredit the existing economic system as 
much %s possible, while the conservative trade unionists refused 
to believe that such an Act c^uld contain adequate safeguards, 
although it was definitely provided that a return must be made to 
all the practices and restrictions waived after the war. Their 
leaders had themselves drafted these sections of the Act, but tliey 
were not accepted as sufficient. This, indeed, is the real root of 
the matter. The exigencies of the present wir have forced the 
State to combine with employers in bringing, about a change in, 
the engineering industry, which the workpeople have resisted for 
years. The workers are called upon to sacrifice a position which 
they have won as a result of a century of struggle. The vast 
majority of them are fully as patriotic as any statesman could 
desire, but it is easy for the advanced wing of the Labour move- 
ment to point to the changes going on and to comment bitterly 
on the fact that only the provisions of a schedule in a hated statute 
stand between them and the absolute ruin of engineering trade 
unions after the war. 

The position is all the more difficult because the workers must 
take an active part in the change and must themselves train the 
labourers in whom they see future blacklegs. They must them- 
selves become “setters-up” and, working at a time-rate of from 
45 s. to 58-9. a week (with overtime in addition), must set up 
machines for unskilled men who will by piece-work in all proba- 
bility earn considerably more than they. 

The attitude of the employers does not improve the situation. 
Many* certainly are conservative, w hile nearly all complain that 
the rates they must pay to the unskilled labour introduced are too 
high. But there are a large number who are following^ the lead 
of the Government joyfully, realising that if they can train a 
sufficiently farge number of labourers and womeu they will be 
able to defy tl|e unions when the next big struggle comes after 
the w r ar. They know that they can produce machines which 
reduce to a minimum the amount of skilled labour needed, and 
only the unions stand in the way of a new regime when shops 
are staffed by labourers and women. Writers in engineering trade 
journals have voiced these hopes, and the leaders of the labour 
opposition to the Government’s proposals hafre not been slow 
to advertise their articles. 

There is, indeed, a fundamental lack of sympathy between 
No. 101. — von. xxvi. r> 
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the Government on the one hand and the employers and* workers 
on the other. The. Government’s view is that success must be 
won in the war and that this is not- the time to count the future 
cost. They have guaranteed the status quo ante to the unions 
and they now demand a Clear field. But among employers and 
employees the words “after the wjar” are constantly uttered. No 
one believes that the war can last for ever, and everyone is looking 
forward to an end of the truce in the labour world. The convic- 
tion that the greatest war. in the history of the world will be 
followed by an economic struggle on an equally large scale is 
extraordinarily widespread. It has become an obsession in the 
minds of many, both among employees and employed, and it is 
by no means certain that the Government will succeed in making 
them forget the future and think only of the urgent needs of the 
country in the present. 



THE PROVISIONING OF FRANCE AND THE MEASURES 
TAKEN BY THE GOVERNMENT TO* THAT END. 

• . 

Economists are not those who will SulIdV least in this war — 
I mean economists of the# liberal school— for they have seen all 
the principles that they taught and that were clearest to them — 
freedom of production, of circulation, and even of markets — 
mercilessly trampled under foot. The regime of requisitioning, of 
price-fixing, nay, even of rationing for the necessities pf life, has 
become the normal state of affairs over a considerable part of 
Europe. It is true that economists have had some compensation 
in the abolition of import duties in most of the belligerent 
countries. But freedom of exchange has not gained ; it is exporta- 
tion that is now T prohibited ! 

It is in Germany that State intervention is earned out both 
in the most extensive and in the most thorough manner. This 
was to be expected, seeing that Germany was already the land 
of military organisation, even in civil life, and that she is the 
country which lias undergone the most severe economic 
pressure, in consequence of the blockade, and lias had to 
organise herself not pnly against an < enormous rise in prices, 
but also against actual scarcity in the case of a great number of 
articles. England, on the other hand, has up till now .preserved 
the conditions of economic freedom almost intact ; but not perhaps 
for long, to judge, by projects which are announced for fixing 
maximum * freights, and for prohibiting the importation of 
luxuries. 

France is in a situation which may appear more favourable 
than that of either of the two countries I have just named ; more 
favourable than that of Germany, since she has had no' blockade 
to undergo, and, thanks to the English Fleet, has been able to 
maintain free access to all her ports. Her position is, in certain 
respects, more favourable than that of England, since normally 
France is almost self-sufficient, and has not, like England, to 
resort to importation from abroad for so large, a part of her 

D 2 
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food supply. 1 But, on the other hand, it must not be forgotten 
that, unlike enemy and allied countries; France has a part of her 
territory invaded, not very large' in krea (a little less than 4 per 
cent.), but very considerable in industrial production ; for it is 
there that most of her coal and iron mines, her mills and factories 
of wool and cotton, her fields off beetroots and sugar refineries 
are situated. Even the wheat and potato crops have suffered con- 
siderable diminution from th\s cause. It is for this reason that 
the general rise in prices has been hardly less than in England, 
3(h35 per cent, on the average for foodstuffs, but much more for 
products particular to the invaded areas, such as coal, sugar, and 
yarn. f 

Nevertheless, the French Government has not had to resort 
to the same' extreme measures as the German, notably to ration- 
ing. No product has yet been rationed in France. A Bill has, 
it is true, been brought in to ration coal, but it is doubtful 
whether it will be passed by the Senate, especially as the 
extraordinary mildness of this winter helps to make it un- 
necessary. 

The fixing of a maximum price has only been employed 
up till now for two or three commodities. 

So far as bread and meat arc concerned, fixing prices is not 
an innovation due to the war. It is an old law dating from 1791 ; 
indeed, it is the oldest weapon in our legislative arsenal, and it 
empowers mayors to fix prices for these two commodities, when- 
ever they judge prices to be too bigli. The law has always been 
in force, in spite of the protests of economists, who for more than 
a century have continually agitated for its repeal. 

Mayors have made use of this power in regard io bread fairly 
often, though rarely in regard to meat. < But the Government 

In 1913, out of a total importation of 8,231 million francs, France imported 
1,803 million francs (£)72, 120,000) of foodstuffs (of which there were 613 million 
francs of wheat and flour), whilst England imported (the figure? are for 1912) 
£262,000,000 of foodstuffs, and Germany 3,170 million marks (£150,500,000) of 
foodstuffs. This importation can scarcely be an eightfi (12 per-cent.) of the 
total French consumption of foodstuffs. It must be observed, moreover, that 
under normal conditions France , exports 833 million francs’ worth of foodstuffs, 
which she now retains. Tt would therefore have been permissible to suppose 
that during the war France would not have exported any foodstuffs, and would 
have only imported a small quantity, lint it is not so, for the year 1915 gives 
us : — 

Importation of foodstuffs, 2,549 million francs. 

Exportation „ „ 544 million francs. 

Thus the difference is over two thousand million francs. It is regrettable, but 
is easily explained. The increase of imports* is due to the bad harvests of 1915, 
itself due to various causes which I shall refer to later. The larger part of the 
exports have becn<to England and to Switzerland. 
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rightly thought that the authority of the mayors to fix the price 
of bread would be useless in^ractice, or quite unfair to the bakers, 
if at the same time prices v^era not fixed for wheat and flour, the 
raw materials of bread. How could the mayors have maintained 
the price of bread at 40 centimes a kilogram if the price of wheat 
rose above 40 francs a hundred kilos? That is why the law of 
October 16th, 1915‘; fixed tne price of wheat in the first instance 
at 32 francs, but for some time past at a maximum of 30 francs. 
This means to say that the Government has assumed the right 
to requisition wheat from the farmer, or froiA the merchant, at 
that price. Actually the .State only uses this right very excep- 
tionally, but the possibility of making use of it is sufficient to keep 
wheat practically at this* price of 30 ft-ancs, since no one is 
willing, in buying it at a higher price, to*run the risk of having 
it requisitioned by the State at *30 francs. 1 * * 

# The production of home-grown wheat not having been sufficient 
in J915, as muoh owing to the invasion as to scarcity of agricul- 
tural labour, im|>ortation of foreign wheat has been ‘necessary. 
The Government has bought this foreign wheat and has resold 
it in the departments which were in need of it. A body called 
“The Supply Commission ” (decree of September 8th, 1914) has 
been entrusted with this important work. It acts under the 
authority of the Board of Trade (Ministcre du Commerce). 
Between May and the end of Becembei*, 1915, the Commission 
bought 5,758,000 quintals of imported wheat at prices much higher 
than the price of 30 francs at which they re-sell to the consumer.’ 4 

The resultant* loss is borne by the State, and a credit of 
200 million francs has been voted for the purpose. In order 
to minimise this loss, # the State has chartered fifty ships which 
are employed in the transport of cereals. A considerable saving is 
thus effected, for, as is well known, the high price of imported 
wheat is chiefly due to the enormous rise in freights (165 francs 
a ton for wheat from the Plate, instead of 20 to 2§ francs before 
the war). * 

It cannot be said that these measures have been ineffectual. 

.It is certainly thanks to them that the'French consumer does not 
have to pay appreciably more for his bread than before the war, 

1 The regulation of prices for flour is left to the “prefets” of departments, 

because conditions of milling and of transport vary a little in different districts, 
but the prices that they may fix range within narrow limits, which are roughly 
from 40 to 42 francs a 100 kilos. 

* As a rule, the Commission doe’s not re-sell the wheat directly to consumers, 
but to the .“Chambers of Commerce,” which exist in all the bi| towns, and 
which undertake to distribute it as they receive orders for it^ 

Ticuislator's Note . — A quintal is 220‘46 lb. (100 kilos). p 
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and evenjt little less than in England 1 (about 10 per cent. less). 
As may be imagined, the farmers are not altogether satisfied at 
seeing themselves prevented from asking the maximum price for 
theiF wheat, which the law of supply and demand would give 
them. They resign themselves to Jit, however, with a good grace 
that is quite patriotic : “C’est la guerre.” Nevertheless some of 
them not illogically remark, with a trace of bitterness, that since 
the law fixes the price of wheat it ought also to fix the wages 
of agricultural labourers, which have naturally gone up a 
great deal. “If,” v they say, “patriotism should forbid us* to ask 
the maximum price for the product of our labour, our wheat, the 
same reason should equally prevent the labourers and farm-hands 
from exacting the maxfmum price from us for their services.” 

The Government has granted them a certain compensation by 
re-establishing (by a decree of October lGth, 1915) the import 
duty of 7 francs per 100 kilos of wheat, which had been abolished 
at the beginning of the war (by a decree of July 31st, 1914). 
The re-establishment of the Customs duty, which has scan- 
dalised all economists of the liberal school, and which, indeed, 
appears at first sight absurd in view of the problem of combating 
the rise in price and even the risk of famine, is, however, ex- 
plained, if one reflects that as the law, by fixing prices, prevents 
the farmer’s profiting from the rise, it is fair that it should guar- 
antee him against a possible fall in prices which might result from 
the importation of foreign wheat. The fixing of a maximum limit 
implies the fixing of a minimum limit. In any case, the question 
is now without interest, since, the price of foreign wheat being 
absurdly higher than the national price of 30 francs, there is 
no importation 'except that which the Statp introduces at a loss. 

The fixing of prices has had, moreover, certain unexpected and 
vexatious results, which well show how dangerous an instrument 
it is to handle. Thus it has happened that oats, not having come 
under the regulation of prices, have, without hindrance, risen in 
price above the price of wheat, namely, to 40 francs. Brit as at this 
price it is much more advantageous for the farmer to produce 
oats than wheat, it has come about that the farmer has preferred 
to sow his field with oats rather than with wheat, to the great 
detriment of next year’s harvest ; or that he has even preferred to 
feed his horses on his wheat and keep his oats for sale ! It 
follows that the Gevernment will find itself obliged to fix prices 

1 A 4-lb. loaf is 85 centimes in Paris and 8£d. in London, but it must not 
be forgotten ‘that an English pound avoirdupois is a little less than 454 grams, 
thus 1,814 grams $ an English 4-lb. loaf against 2,000 grams of the French 
4-lb. loaf is a difference of 10 per cent, in price. 
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for oats also. Thus it is that when one has begun to fix prices 
for certain products one finds oneself led on, little by little, to fix 
prices for all of them. Such is the effect of the interdependence 
whicbPexists between the prices of things, and is one of the curious 
aspects of what economists call t “the law of substitution” ! 

As regards meat, I hav^not heard it said that mayors have 
used their right of fixing prices, all the less because meat has not 
risen in price above the average rise (30-40 per cent.) of all food- 
stuffs. It is relatively easy to apply a fixed price or rationing to 
bread, as it is a homogeneous product, but*fche application of 
these measures to meat ig difficult, because there are almost as 
many different qualities of meat as there are joints fn a sheep 
or a bullock. t » # 

In some towns they have begun to open municipal butchers’ 
shops. That is an indirect system of fixing juices, which has the 
advantage over direct regulation that no coercion is applied to 
privately owned, butchers’ shops, though it is as effective, or more 
so, as it acts by the pressure of competition. It is difficult for the 
privately owned shops to sell at a price higher than that of the 
municipal meat-shop, lest they see themselves deserted by their 
customers. In the town of Nimes, where a municipal meat shop 
was opened on November 24th last, the experiment succeeded 
so well that it was necessary to open six branches in different 
parts of the town. Meat is sold by them at 15 to 20 }>er cent, 
below commercial prices. 

In Paris the municipality, instead of opening butchers’ shops 
on its own account, has preferred to delegate this task to the 
co-operative societies of the town of Paris and of the Department 
of the Seine, or, to be more exact, to the Wholesale Co-oj>erative 
Federation which represents these societies. ]n point of fact, the 
enterprise does not extend to all butcher’s meat, but only to frozen 
meat. It must be jxnnted out that, until the war, frozen meat did 
not enter France : it was shut out by the prohibitive Customs duty 
of 36 frandfe a 100 kilos. The protests of consumers in general, and 
of the co-operative societies in particular, had not been able to 
obtain the abolition, or the reduction* of this duty, for a simple 
reason : the Chamber of Deputies dared not rouse the discontent 
of the agricultural interest. It is only through the war that the 
door has been opened to frozen meat. 

But as nothing was organised for the transport of this meat, 
for which special ships are necessary, the Government was obliged 
to apply to England. It is from England that it Jjuys frozen 
meat to hand over to the co-operative societies, to whom it is 
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delivered at 1 franc 62 centimes the kilo, and in addition a 
discount of 20 centimes on each kilo sold is granted by the State, 
as a subsidy. 

gome anxiety was felt as to whether the working classes*, who 
patronise the co-operative societies, would appreciate this meat. 
The poor are not so ready to change their tastes or their habits 
as the rich. But the experiment, winch only dates from the end 
of January, appears destined to be a great success. The popula- 
tion ot Paris' lias given a warm welcome to the “frigo,” as they 
already call it familiarly, and the sales are all that could be desired. 

In the midst of earth-shaking events this is on$ of relatively 
little importance, though* none the less of twofold interest : first, 
because it introduces a new product which may in the future 
considerably reduce the cost of living to the French consumer ; 
and, above all, because it gives .a quasi-official rdle 1o the co- 
operative societies, which up till now have been regarded un- 
favourably in France. It makes them almost a national institution. 

As regards meat also, it must be pointed out that there are 
various orders forbidding the slaughter of calves and lambs, to 
permit the flocks and herds in the country to make good their 
numbers, which have been greatly encroached upon by the 
abundant supply of meat to the armies. 1 

But from all accounts these orders have remained almost a 
dead letter. 

* * * * * * 
o 

This is as far as State intervention has gone at present for 
provisioning the population in France. As can be seen, it has 
been very moderate. But will the matter rest here? It is 
probable that such action will be yet further extended, especially 
if the war is greatly prolonged, as in the ‘Chamber of Deputies 
the numerous and influential Radical -Socialist party makes efforts 
in this diifection. 

Various Bills have already been brought in ; some* have even 
passed through* the Chamber, but are not yet ratified by the 
Senate. These projects tend to enlarge and to intensify State 
intervention in four directions simultaneously. 

1. To extend regulation of prices to all products, not only 
foodstuffs, but other goods. The Government has, however, 
restricted this over-ambitious Bill, limiting it to the power of 

1 The number of oxftn and cows, which was above 14,800,000 in 1913, was 
not more than 12,286,000 last July— that is, a decrease of 17 per cent. It is 
partly due to the invasion, but still more to 'consumption by the Army, which 
is 500 grams (ennre than a pound) a day for soldiers at the front and 300 grams 
a day for those behind the lines, whilst the average working-class consumption 
in France is not a tffird of this figure, even for adult males. 
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imposing maximum prices for necessities of subsistence, fuel, and 
lighting only. It is a limitation which admits a long catalogue 
of commodities, since it comprises everything that is sold in 
dairies, grocers’, fruiterers’, confectioners’, and other shops* for 
the sale of fuel or foodstuffs.* But it is probable that before 
passing the Senate the Bill v^ill be restricted to a few commodities 
specifically enumerated, 1 probably milk, butter, sugar, coal, 
paraffin oil, and perhaps agricultural manures, though it njay* be 
difficult to fix prices for this latter. As regards sugar, it may be 
said that regulation of prices exists already, if ffot by law, at least 
by Government pressure, for the Minister of Commerce recently 
told the syndicate of dealers in sugar that he would not allow 
sugar to be quoted above the current pride of 75 francs per 100 
kilos, and that if this price were exceeded he would requisition 
sugar. 

To extend the right of requisitioning goods from the 
merchants, and -even from the producers, a right which up till 
now only exists as regards wheat. 2 

Tt is clear that in order for the Slate lo exercise the right of 
requisitioning, it must first know where, and in whose possession. 
Hie stocks of produce are to be found, and in consequence those 
in possession of them must be compelled to declare them. This 
is the object of a Bill unanimously passed by the Chamber : — 
“ Every producer, vendor, trustee, bolder, or owner of the materials 
referred to in this Act will be required to declare his stores, When- 
ever called upon to do so by the prefect. In case of refusal, or of 
false declaration, tfie penalties shall be . . . <&e.” 

This Bill has been completed by another one to punish 
“cornering” — that is to say, the act of accumulating goods, apart 
from any other fraudulent manoeuvres, in order to keep them 
to re-sell with big profits, when their scarcity shall have* had the 
expected result of forcing up the price. 3 It is well known that 

economists consider such an operation to be perfectly legitimate, 

• 

1 Sugar only, from the latest news. 

2 A Bill of last November plans a vast system of requisitioning, of regulating 
prices, and of the distribution of coal, but appeared so difficult of application, 
and gave rise to such sharp criticism, that it is doubtful whether it will be 
passed by the Chamber, quite apart from the Senate. 

3 In the Chamber of Deputies the Minister for the Interior quoted as 

examples in support of the Bill the case of two merchants. One had bought 
a million eggs at 85 francs in April in order to sell them again at 170 francs in 
December, the other had bought 300 t 000 kilograms of butter in September, 1914, at 
2 francs 50 centimes the kilo, to re-sell now at 4 francs. It was righ^y remarked 
that these examples were not conclusive, for though they involve an element of 
speculation, as all commercial operations do, it does not foll<*v that they have 
done any harm to the consumer. • 
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and even calculated to benefit the consumer in the long run, and 
this thesis perhaps holds good in normal times. But public 
opinion does not regard it with so serene an eye, and at all periods 
in economic history, especially in France, the idea of cornering 
has haunted the popular imagination like a nightmare. At the 
time of the Revolution it cost the life of more than one innocent 
man. It can easily be understood, then, that the Government, 
even \vhen it does not share these often enough childish terrors, 
considers it political wisdom to reassure the people that it is armed 
against this dange¥. , 

3. To entrust the right of exercising the measures for regula- 
tion of prices and requisitioning no longer to mayors, which was 
the rule till ciow, but to* “prefets.” This means to say, no longer 
to representatives elected by the towns, but to administrators 
appointed bv the Government. ' Indeed, the members of the 
Chamber of Deputies well know (and they are in a position to 
know !) that every elected representative is dependent on his 
electors, and they think, in consequence, that a mayor would 
refuse to exercise his right to fix prices or to requisition for fear 
of displeasing his electors, among whom the trading class is the 
most influential. And they think that the prefect, as he is only 
under the orders of the Government, will have more independence 
and more authority to apply the law. This would appear to be 
well founded, but it is none the less ironical to find such an 
instance of distrust of the electoral system in the mouths of 
Socialists and Radical-Socialists. The Government, on the other 
hand, has not shown itself very eager to accejft the extension of 
their powers, and asked that these should be left to representatives 
of the municipalities. It has urged that economic needs and condi- 
tions vary in each locality, and in consequence the local authorities 
can alo^e appreciate them. A “prefet” whose authority 
extends over a fairly large area can only frame general measures, 
uniform for the whole length and breadth of his department, and 
this risks their being either uselessly annoying or ineffectual. 

4. Lastly, a Bill introduced by the Minister of Agriculture 
must be noted. It is to compel landowners to cultivate their 
lands, and in cases in which they are unwilling, or unable, to do 
so to give the communes the right to cultivate them themselves, 
and to keep such part of the harvests as may be necessary to pay 
the expenses. * 

This Bill is the most completely Socialist measure which has 
been proposed, up till now, of all the war legislation. And a remark- 
able thing is t^at the Minister of Agriculture, M. Meline, is one 
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of the best known leaders of the land-owning class and of the 
Conservative party. The explanation of this almost revolutionary 
measure is that a large deficit is feared for next 1 arvest, for one 
reason* because the area of land in cultivation has considerably 
decreased (by about 740,000 hectares), on the other hand because 
the lack of labour and of manure leaves much to be desired in 
the methods of cultivation. 

# 

It would be interesting to inquire if these various forms of 
State intervention, and generally all that the Germans call Krieg- 
Sozialismus, ii destined to*disappear with the war, or \o survive 
it? It would be premature to attempt to answer this question, 
for the reply to it will partly depend, perhaps, on the result of 
the war. If Germany succeeds in offering an invincible resistance 
to the Allied forces, it is certain that the prestige of the State-Idea, 
of .which she is the representative type in the world, will have 
greatly gained. •The power and virtue of organisation .based on 
authority and discipline will be celebrated in all countries, not only 
in the ]>olitical and military world, but even in the economic 
world. The people will continue to respect and to maintain the 
institutions, and even the forms, of slavery to which they will 
believe they owe their safety. In the other event, a sharp reaction 
to individual liberty, and against all the measures we have just, 
inquired into, may be expected, perhaps even in Germany. All the 
same, it must be supposed that as a result of the enormous 
taxes to be raised for the service of the war loans all the belligerent 
countries will have to resort to monopolies, to exploitations, 
probably in the form of Regies , as we say in France, of alcohol 
(probably), and perhaps of sugar, coffee, and paraffin oil, which 
will constitute real control over consumption by the State. 

In any case, 1 believe and hope that after the war there will 
remain in France, as a definite gain, the conception that consump- 
tion is a national function which should not be left to rings of 
merchants, *but should be really organised, either by municipal 
control or, better still, by the combination of the consumers 
themselves. 


Charles Gide 



GERMAN WAR FINANCE TN 1914. 


Although the measures adopted by the German Government 
to meet tjie financial crisis at the outbreak of the* war are now 
fairly generally kmrfrn in this country, there is perhaps still room 
for a ratlier*more detailed account tha*n those with which we are 
familiar, more especially in view of the unexpected success of the 
German war loans. Jt has been frequently asserted that these 
loans are in reality fictitious, and that the whole system of war 
finance hajs been planned with the object of creating capital out of 
paper. In order to form a just estimate of the extent to which 
such a policy can now be, and has been, adopted, it is necessary 
first to be perfectly clear about those measures passed in the early 
months of the war which affected the currency and banking laws. 
But T propose here to confine myself to a consideration only of 
the measures and figures of the first year of the war. 

It would likewise take me outside the limits which I propose 
to set* myself to consider in any detail ihe status quo ante bellum 
of German banking. But inasmuch ns the most striking fact 
about the war finance in that country is that, 41 unlike elsewhere, 
it formed no definite break with previous policy, it is necessary 
to emphasise certain facts. Of those the. most important are : 
(1) That the Joint Stock banks had to a quite exceptional degree 
locked up their fluid capital in industrial concerns, either by 
actually holding stock or by repeatedly increasing three months’ 
credit; (2) that these banks, owing to their increasing wealth, 
were, as has been also the case in England, growing* more and 
more independent of the control of the Central bank ; and (3) that 
the Government had for some time past attempted to counteract 
this tendency by a series of measures which will be summarised 
below. 

The results of the first of these facts in Ihe event of an out- 
break of war are obvious. The banks had mortgaged their claims 
over current goods ; they had specialised an unspecialised pur- 
chasing pcrwer, whereas their clients had not. In so far as they 
held stock they would not be able, with the Bourse closed, to 
meet the demands of their customers, nor, if their industrial 
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speculations took the form of prolonged credit, could they call in 
that credit without threatening to ruin the industry of the country 
or rediscount at the Reichsbank without threatening the stability 
of that institution or their own when the bills matured. In fact, 
insteafl of being strictly speaking hankers, they W 4 Kpe investors, 
speculators, and stags; their capital was immobile, and, should 
industrial, as distinguished flom financial, disaster arise the blow 
would be dealt direct* on the diaphragm of the economic being. 

£he German Government had, 'then, two facts to face,; bad 
banking and the weakening of the control of the Reiclisbank. It 
determined not only to remedy these defects, buf at the same time 
to prepare th£ credit system to meet the intensified difficulties 
which must arise should Germany be involved ir\ war. The first 
step it took, therefore, was*to make the hanks reforn? themselves 
by enforcing in 1906 the publication of balance-sheets every two 
months. Owing to the peculiar delations between the Reichsbank 
an $ the Government it was possible in some degree for the latter 
to achieve its second object without direct legislative action. 
Instead of endeavouring to make the other banks more directly 
dependent on the Reiclisbank it determined to strengthen the 
position of the Reichsbank itself, both in peace and in war, and 
to do this by increasing the reservoirs of gold over which the 
Reichsbank had, or should have, control. Such reservoirs of gold 
may take either of two forms. They may consist of an increased 
absolute and percentage reserve behind normal credit, or of a 
lake of definitely withdrawn gold. They may, moreover, b£ con- 
structed either by importing gold from abroad or by replacing 
gold in circulation *by some oilier form of currency. In Germany 
reservoirs of both descriptions were constructed, and both means 
of construction were adopted. The gold reserve in the vaults of 
the "Reiclisbank increased from — 

917*2 M.M., July 23rd, 1911, to 
979*1 M.M. „ 1912 „ 

1156*7 M.M. 1913 „ 

1356*9 M.M. „ 1914 „ 

(M.M. — million marks.) 

In addition to this it was determined by the law of 1913 to double 
the war chest of 120 M.M. which had been dej>osited in the 
Juliusturm from part of the proceeds of the indemnity obtained 
from France after the war of 1870, and to add a silver reserve of 
an equivalent amount. Part of this extra derrtand for gold was, 
as 1 have said, met by direct iinportation ; the rest by withdrawing 
gold from circulation by means of a series of laws begirding with 
that of 1906, by which Reiclisbank notes of 50 juid 20 marks 
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were allowed to be issued. These notes were, of course, con- 
vertible ; but the tendency is for small notes to remain longer in 
circulation than those of higher value, and, moreover, they could 
be issued at any of the Eeichsbank’ s 458 branches, and were only 
convertible at the Hauptkasse in Berlin. With a similar object in 
view the Government determined to issue its own Reichskassen- 
scheine (amounting since 1892 to l£) M.M.), in values of five and 
ten marks. It would scarcely be correct to include as an essential 
part, of this policy the raising of the legal, untaxed quantity of 
notes from 450 M.M. to 550 M.M. in 1909, as that measure was 
only in accordance with the precedent of raising the limit as the 
demand for credit and the wealth of the country increased. Rather 
should emphasis be laid on the provision of this law making 
banknotes legal tender. Finally, by. the law of 1913, the quantity 
of Reichskassenscheine was increased from 120 M.M. to 
240 M.M. ; and, since these act aS a legal backing for notes equiva- 
lent to gold, the result was to empower the Eeichsbank to put 
360 M.M. more notes into circulation until the taxable limit was 
reached, or 120 M.M. after that point without fiscal costs. This 
measure, indeed, did not help to deepen the reservoir of gold, but 
it helped to cover the cost of the new war chest, and it helped to 
accustom people to the use of paper. 

It is difficult to obtain accurate accounts of what exactly 
happened in the first few days of the crisis. All writers speak of 
the Verwirmng at the threat of war, and most seem to agree 
that '‘the financial world as a whole, with the exception of the 
Eeichsbank, lost its head. We know that the paper to which 
the Government had striven so strenuously to a'ccustom the people 
was refused by shopkeepers ; that all credit was denied, and cash 
demanded. for the smallest purchases ; that there was a serious run 
on the savings banks, and to a less degree on other banks; that 
the banljs demanded extra cover for their advances, and practically 
ceased to discount bills. Whether or no they refused payment to 
their depositors seems to be uncertain, but on July 31st the 
Eeichsbank gave notice that it would no longer pay ifi gold, after 
having, adording to Professor Eulenberg, who, though perhaps 
the least prejudiced of the German economists, is not always 
reliable in his figures, lost 100 M.M. in a single day. There were, 
in fact, two immediate difficulties to be overcome. The first was 
the lack of currency owing to short credit and paper being refused 
and gold being stored ; the second, the demand for credit consist- 
ing of the normal demand, which the banks refused to meet, the 
normal apd abnormal concentrated, demand owing to immediate 
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payments being universally claimed, and the abnormal demand of 
those who, thinking they would in any case be ruined by the war, 
struggled to prolong their existence for a time at other people’s 
expense. 

Th% first difficulty was overcome, initially (in some* districts) 
by the issue of Notgeld , more gradually by the utilisation of the 
11*8 M.M. of silver which had*been accumulated in the Juliusturm, 
by the depletion of the stock held by the Reichsbank, which lost 
257 9 M.M. of its non-gold metal currency between Jply 31»t aj^l 
December 31st, by the issue of small notes, and Jj>y the declaration 
of a limited moratorium. The paper currency took two forms, 
namely, Darldhnskassenscheine, of which by the end of the year 
65'5 M.M. in 1 mark notes, 185*8 M.M. in*2 mark notes, and 
225*4 M.M. in 5 mark notes had been issued, and banknotes of 
20 M., the legal limit to which, 300 M.M., was removed, and 
which, together with all Reichsbank notes, were made incon- 
vertible. Of these various currencies the banknotes and silver (by 
the law of ^ugdst 4th) were legal tender, and the Jlarlehns- 
kassenscheine possessed a Kassenskurs, that is, were accepted at 
all Government institutions and at the Reichsbank. 

Germany has prided herself considerably on the fact that she 
alone of the belligerent Powers was able to avoid a general 
moratorium. In point of fact, she declared two restricted mora- 
toria, which, together with the suspension of her Bank Act, 
produced practically the same result with greater uncertainty and 
confusion. But, as Professor Eulenberg very justly says, "The 
whole question should be looked u[>on as one of pure expediency. 
Neither is the decree of a general moratorium in war a sign of 
any particular financial weakness (ein Zeiclien von besonderer 
Schwache der finanziellen J jeistungsf ahigkeit) , nor is the fact 
that we established no general moratorium to be considered alone 
as a sign of any particular strength.” A distinction w«as fnade 
between the, what in Germany they prefer to call, Zahluvgsfristen 
which affected ordinary debts and those which affected bills of 
exchange. # lt was in reference to the former that confusion arose. 
Practically a general moratorium was ^proclaimed thffee months 
from date of the decision of the courts when appeal was made ; 
but a proviso was added that it should only be enforceable when 
the delay in payment 4< did not bring the creditor disproportionate 
damage.” The intention, it is true, to prevent abuse of the 
privilege was justifiable ; but this object could probably have been 
more economically achieved by the imposition of a fairly heavy 
rate of interest. On December 22nd this moratorium was 
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extended for another six months in the case of debts arising from 
mortgages or rents. In addition to this a debtor was able to 
escape the bankruptcy court in all cases in which there seemed 
to be a probability of his being able to meet his debts after the 
end of the war, by obtaining from the courts the right ^0 put 
himself in the hands of a trustee ( Geschdftsaufsicht ) as a 
protection against his creditors. * 

By the law of August 4th the Bundesrat was given wide 
powers to decree these moratoria and to prolong them should 
occasion arise. Jn reference to bills of exchange a series of 
proclamations was made which it is not necessary to give in detail. 
The position was somewhat exceptional ,as according^ German law 
the holder of a bill ‘must present it within two days of maturity, 
and in case*' of non-payment notify the drawee of his intention to 
exercise his Regressrcchts within two days; and owing to the 
mobilisation this was rendered impossible. On August 4th, there- 
fore, the two days were extended to six, and on August 29th to 
fourteen, , after the cause of delay had been removed, and on 
August 6th a further proclamation allowed thirty days from the 
date of publication for the execution of a bill. In addition to these 
a series of special decrees was made affecting bills drawn or 
payable in Alsace-Lorraine, East Prussia, and parts of West 
Prussia, postponing the date of payment as occasion demanded. 
Against foreign bills the debtor was given greater protection. On 
Ajigust l()th a three months’ moratorium was declared with 
interest payable at 6 per cent. ; the time was extended on 
October 22nd for another three months, and on January 18th for 
yet another. But owing to the peculiar restrictions of the law T the 
debtor was not permitted to pay at any intervening date without 
the creditor’s consent ; and as not a few creditors seem to have 
considered these bills a fair investment at 6 per cent., and refused 
permission to pay, the Keichshank came to the rescue of the 
debtor, and volunteered to take up such bills. 

Of these Various moratoria, then, the first checked in some 
degree the abnormal demand for currency, and with the others 
met in a, negative way pa^t of the exceptional demand for credit. 
Positively credit was supplied by the erection of a number of 
special institutions under the control of the Reichsbank. Of these 
the most important were the Parlehnskassen, ,and it is worthy of 
note that not only was the establishment of these institutions deter- 
mined upon before the outbreak of war, but the actual personnel 
of the ninety main branches had been appointed. The official 
head of these institutions was, of course, the Imperial Chancellor, 
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and the Reichsbank was represented on the central committee of 
seven by its President and another member of its Board of 
Directors. The activities and functions of these ‘ banks ’ are well 
knowm They were a form of pawnbroker, whidn issued paper, 
Darlehnskassenscheine, for pledges, which were stained a*nd 
returned to tlieir owners. The Amount of this paper was at first 
limited to 1,500 M.M., and on November 11th increased to 
3,000 M.M. 11 was not itself legaUtender, though assessing a 
Kassenslcurs, but could be converted at the Reichsbank into rfotm, 
which were both legal fender and inconvertible, *nd was reckoned 
as gold together with the Reichskassenscheinc for backing those 
notes. The collateral agaiflst wlftch these paj>er advances were 
made was divided into five groups : — 

I. 

(1) Imperial and State Bonds on which loans were made up to 7.5 p*T cent. 

of their July 25th price. 

(2) Local loans and stock of land and mortgage banks 

and other Trustee Stock quoted in the official 

• list to 70 per cont. 

(3) Other Trustee Stock ; and non-Trustee Stock 

quoted in the official list, and the so-called 

home Ultimo Papiere „ 60 „ 

(4) Foreign Ijltimo Papiere *,50 ,, 

(5) Goods and other stock „ 40 „ 

Tho rate of interest was to be above bank rate, and was actually 
fixed at G^ per cent., but was lowered to G per cent, for those 
advances made to facilitate the purchase by clients of the first 
Government loan. 

These institutions were used not only by private individuals, 
but also by co-operative societies, banks, and especially savings 
banks, which were in sore need of support. But there can be no 
doubt that their prime object was to assist in financing the first. 
Government loan. It has often been said that they formed a 
means by which fixed capital was made fluid. Such a trans- 
formation is, in fact, impossible. Actually they gave the Govern- 
ment power to acquire a certain percentage of the current flow of 
goods and services, through the media of paper, by receiving a 
collateral backed promise from those borrowers who were potential 
purchasers of the new loan that they wquJd abandon their claims 
to an equivalent extent. The individual obtained paper for the 
goods which he pledged, lie returned that paper to the Government 
by buying the new loan, the Government in its turn paid out the 
paper to acquire the goods of which iPliad need. But ultimately 
the borrower had also to redeem his pledge. If the pledged goods 
were what the Government required for the conduct of the war, 
then they would in the end be sold to the Government? and the 
ultimate result of the whole process would be that4he individual 
No. 101. — YOL. xxvi. E 
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borrower from the Darlehnskasse lent these goods to the Govern- 
ment ; but, if they were not, nothing excepting foreign sale could 
make them ‘ fluid. 5 The Darlehnskassen could, in fact, only 
help directly to finance the loan (1) by, helping and inducing indi- 
viduals to save, and (2) by the amount of the outstanding paper. 
They performed the first of thesb ^wo functions in the main by 
making advances to subscribers to enable them to pay their instal- 
ments in advance, but not vary much in advance, of having saved 
the requisite amount of capital. This is made clear by the figures 
given by Professor Jastrow according to which the greatest 
amount of the so-called “Kriegsanleihe-Darlehen ” outstanding at 
any moment w r as t 921*8 M.M. on December 31st, which was 
reduced to 704*4 by January 12th, and according to Dr. Helfferich 
to 300 M.lCf. by March. This did no doubt form no very large 
percentage of the total loan of 4J milliards, and it cannot be said 
that during the first year of the war the indebtedness of the 
Darlehnskassen tended to increase. The highest figure was 
reached in April, 1,413*3 M.M., and from that. 'date there was a 
gradual diminution. On the other hand, though these loans were 
of particular use in assisting the country to withstand the first 
onslaughts of the crisis, as the public knew after the closure of 
the first credit that further loans would have to be raised, and as 
these loans were announced sufficiently long beforehand, and there 
w T as, therefore, no sudden and unforeseen demand on the nation to 
save, the importance of these temporary advances should tend to 
diminish. The Government must ultimately be mortgaged to the 
future to the extent of the notes outstanding^ at the end of the 
war, and of the Eeichsbank’s notes created on their cover. But it 
is not true, as is sometimes stated, that as the Government can 
only make use of the notes it acquires by purchase of Government 
debt by paying them out again, paper must be accumulatively over- 
issued, *f or obviously the loans made by the ‘bulks’ must be 
repaid. It must be remembered, too, that after the outbreak of 
war the Beichsbank practically confined itself to disepunting, and 
that the Darlehnskassen, which for all intents and purposes are 
supplementary branches, of that institution with specialised 
functions, took over the bulk of the loaning business which before 
the w r ar would have been done by the Beichsbank. 

I have devoted so much space to these Darlehnskassen because 
they are the most important of the extraordinary credit institutions 
in Germany. Supplementary to them were stadtische Darlehns- 
kassen, which made advances up to 3,000 M. of three months’ 
credit, wtth a final time limit of one year, at a rate of interest J per 
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cent, above that demanded by the similar State institutions/ These 
advances were made on “ hinreichende Sicherheit,” that is, as 
Professor Jastrow says, credit that sufficed to induce the towns to 
lend, but was too bad for the other Darlehnskassen. \ considerable 
number of bad debts seem to have been nrnde, mainly because the're 
was a general failure to distinguish between credit demanded by 
those who could not meet their obligations and credit for productive 
purposes. In fact, there were also special institutions founded 
for the latter purpose, called Kriegskreditbanken, the demand' fer- 
tile services of which was found to be unexpectedly small. These 
latter, which were essentially industrial institutions, were some- 
times of a general character, as was the case of thos^ in the 
Hanseatic towns, with a considerable capital, to which the 
municipality often subscribed, and were sometimes confined to 
special trades, or classes of tradesmen, and were similar in many 
respects to the existing co-operative credit institutions. The 
former were supported indirectly by the ileichsbank, which 
offered to discount their bills, first to three and finally, to five 
times the amount of their capital. 

The Reiclisbank was, in fact, the central reservoir of the whole 
irrigation scheme of credit. It helped, as we have seen, to feed 
the new channels which had been cut ; it restored the dried-up 
waters of the great discount banks, it was the source from which 
the Government drew both in the first w T ecks of the war and when 
the supplies from public loans became exhausted. To render the 
Reichsbank capable of meeting these concentrated demands on its 
resources a series oMaws was passed, of which, though some have 
already been mentioned, a summary may w T eli be made here. 

First, then, the notes of that corporation were made incon- 
vertible, and the tax on the issue above the legal free limit 
(550 M.M.) was removed. But no quantitative modification was 
made in the la# requiring a cover of 33*3 per cent, of gold (or 
Reiohskassenscneine and notes of other banks) behind the notes 
outstanding. t This fact is bf importance for two reasofis. On the 
one hand, the necessity of this cover acted as a check to the amount 
of paper which could be issued. If the demand for credit or 
currency increased it could only be met by the Rcichsbank adding 
to its store of gold, or by the Government increasing, as it did, 
the quantity of paper legally assessing the same power as gold. 
On the other hand, since the notes could not bg exchanged for 
gold the immediate value of the gold backing was-^rffainly psycho- 
logical. In natural correlation with this, and as the logical 
sequence of its past policy, the Government handed ovei* to the 

• E 2 
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bank the store of gold which it had accumulated in the Juliusturrfc. 
There seems to be some uncertainty in Germany as to what this 
sum actually amounted to. The figure generally given is 
20£j| M.M., that is, the original 120 M.M. +85 M.M. collected since 

1913, and this figure is in accordance with the statement made in 
the report of the Reichsbank at Ihf close of the year 1914. 1 

The second important law affected the, Reichskassenscheine, 
which were made inconvertible and legal tender. Silver was given 
a similar currency power, and finally the Parlehnskassenscheine 
were, as we have^seen, added to the existing paper money. They 
were not legally enforceable as quittance for a debt, but they were 
exchangeable at the Reichsbank for notes, and were placed on 
the same footing as Reichskassenscheine as backing for those 
notes. It was to the advantage, therefore, of the Reichsbank to 
acquire as many as possible of these Scheie* as it was then able to 
issue for every Schein held three times as much of its own 
paper. 

By a supplementary law of March 22nd, 1915, the system was 
still further complicated, owing to the permission thereby given 
to the Reichsbank to issue still another 120 M.M. of Reichskassen- 
scheine, which were to be backed, cent, per cent., either by gold 
or Darlehnskassensclieine. The object appears to have been to 
increase the quantity of small notes, as it was expressly stated that 
the Reichsbank might withdraw the outstanding 10 M. Reichs- 
kasspnscheine, and issue notes of that value and Scheme of 5 M. 
up to 240 M.M. There resulted, therefore, no actual increase of 
the paper currency. , 

On August 2nd the bank rate was raised to 6 per cent. , and the 
lapidescence of the credit of the joint stock banks in part dissolved 
by the Reichsbank discounting their bills with its notes. But 
though the Reichsbank adopted a liberal policy it frustrated the 
attempt that was made to load it with bad debts by making it 
abundantly clear at the outset that it would not assist those to 
whom the other banks had refused credit. , 

From the evidence which we have before us it is possible to 
calculate roughly the greatest possible quantity of paper currency 
which the German Government could have forced into circulation 

1 The Imperial Chancellor spoke in his speech to the Reichstag, August 2nd, 

1914, of the emptying of the war chest of its original amount, 120 M.M., and of 
the new store of equivalent value and its payment into the Reichsbank. 
The supplementary budget reckoned the total sum of gold + silver at 300 M.M. 
The Report of the Public Debt Commissioners (March 21st) reckoned the 
gold increase at 75 M.M. , and stated that the collection of silver had not been 
begun. Cf. Dr. J. Jastrow, Oeld u. Kredit ini Kriege, p. 15. 
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in the first year of the war. In so doing it is legitimate to ignore 
the notes of all banks of issue save the Reichsbank. 1 

The limit set to Reichskassenscheine, other than bullion 
COTtificates, was 240 M.M.* 

The limit set to Darlehns, other than bullion certificates, 
was ...*••? 3,000 M.M. 

The highest figure to which gold in tho vaults of the 
Reichsbank reachod.was (July 31st) 2,445*2 M.M. 

5,085*2 M.J)tf 

If, then, the Darlehnskassen had lent up to^heir legal limit, 
and the Reichsbank had pjanaged on July 31st, 1915, to collect 
the whole of their outstanding notes and all* the Reicliskassen- 
scheine, it could have issued its own notes to the •amount of 
17,055*0 M.M. In practice, of course, the Reichsbank could never 
have accumulated all^the paper of the Government and those 
supplementary credit institutions. But it is not without interest 
to calculate thus the final theoretical limit to the powers with 
which the Reichsbank was endowed. 

The financial system was, in fact, extremely ingenious and 
extremely dangerous in conception, and one which necessitated the 
inost judicious application. If we compare the figures which I 
have just given with those of the actual quantity of paper issued, it 
will be seen that, though the amount in circulation was consider- 
able, neither the Reichsbank nor the Barlehnskassen were ever 
during the first year of the w T ar in measurable distance of "their 
legal limits. In April, when the loans of Ihe latter institutions 
touched their highSst point, the figures were : — 

Darlohen 1,413*3 M.M. 

Dariohnskassenseheine in the possession of tho Reichsbank 752*0 „ 

,, as cover for Reichskassenscheine ... 12*0 „ 

„ in active circulation 649*3 „ 

,, -f- Reichskassenscheine in the Bank 768*5 „ 

Bank notes 5,310 r 6 „ 

Gold in Bank 2,368*5 „ 

I give the April figures as being the highest for the Darlelms- 
kassenscheine. By August 31st they had sunk to 1,020*4 M.M., 
of which 101*5 were held as cover for tl^e supplementary Treasury 
notes. But, on the other hand, the Reichsbank notes had increased 
to 5,564*3 M.M., 59*7 M.M. short of their maximum for the year 
which was reached in March. 

More important, however, than the absolute^ quantity of paper 
currency is the excess at any given date over the active circulation 
on the same date in the preceding year. T will for this purpose 

1 The notes of the other Banks of issue were not made inconvertible, but 
convertible into Reichsbank notes. • 
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take the May figures, as by that time the advances by the 
Darlelinskassen made to assist purchasers of the war loan, which 
we are told amounted to 778 M.M., were being refunded, and as, 
on the other hand, we are able to avoid the influence of the publica- 
tion of the half-yearly balance-sheets on the June, and the 
incipient crisis on the July figures of 1914. 



M.M. 

M.M. 

Note circulation. May 31st, 1915 

„ S, 1914 

5,317*9 

— 

2,013-9 

— 

Difference 

— 

3304 0 

Reichskassenscheine in Bank, May 31st, 1914 

60 iS 

— 

Leaving in* circulation \ 

Reichskassenscheine und Darlehnskassenscheine in 

144-2 

— 

Bank, Mt'.y 31st, 1915 t 

445-3 

— 

Of which Darlehnskassenscheine represented* 

417-4 

— 

Leaving Reichskassenscheine in circulation 

2121 

— 

To which add those backed by Darlehnskassenselieii# 

42-4 

— 

Total 

254-5 

— 

Excess over 1914 

— 

110-3 

Darlehnskassenscheine in free circulation 

— 

074*3 

Gold in Bank, May 31st, 1915 

i 

2,379-5 | 



„ „ 1914 

Difference to credit 

1,313-2 1 

— 

! 

1,066-3 

Excess 


3,022*3 



(£151,100,000) 


Taking the presumptive July figure, 205 M.M., being the only one available. 


This figure represents the excess of paper (ignoring other issue 
banks) ; to find the excess of currency we must add 205 M.M. 
gold from the Government War Keserve ancf 11*8 M.M. silver, 
thus raising the amount to 3,239*1 M.M., or no less than 
-1*162,000,000. The date which 1 have taken, more- 
over, was a favourable one— the pure gold reserve against notes 4- 
depositsr, 34*9 per cent., was above the monthly average of the 
year August, 1914— July, 1915, which was 31*6 per cent., as, too, 
were the reserves, 44*7 per cent., against notes alone, and 30 per 
cent, against notes -f deposits -i- Kassenscheine 4- 1 hirlehnskassen- 
cheine. „ 

Hut neither the absolute nor the percentage ratio of the 
reserve forms alone any fair criterion for judging the stability of 
German credit. It must be remembered that the notes are incon- 
vertible, and that this accumulation of metal, which is used so 
largely for advertisement purposes, in addition to backing the 
internal credit, is liable to be used by the Government at will for 
export purges. Moreover, a percentage reserve against paper 
currency has little meaning unless it be considered in relation with 
the absolute increase of that currency. It is obvious without 
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further proof that as the total quantity of circulating paper 
currency expands beyond the normal, the percentage as well as the 
absolute reserve must also increase in order to maintain any given 
degree? of security. This fact is, no doubt, fully realised in 
Germany, and helps to explain, the epidemic of enthusiasm with 
which the game of “hunt-thelgold ” was conducted. Perhaps, too, 
it explains the pessimism of the members of the Bundesrat, who 
thought it necessary to pass a latfr on November 23rd, J£14, 
making the selling of gold at an enhanced (paper) pri6e a criminal 
offence punishable with a year’s imprisonment*and a fine of five 
thousand marks. It has Ijeen presumed for purposes of calcula- 
lion above that all the coin which has flowed since Jtdy, 1914, 
into the vaults of the Beichsbank has been withdraw^ from circu- 
lation in Germany. But though no statistics arc available we 
know that that is, in fact, not the case. Belgium was drained of 
gold, and German indebtedness then cancelled by credits against 
uhicli, it is reported, tlx; Sod etc General do Belgique was 
cunpowered to issue three times the quantity of notes? and it is 
generally believed that a certain amount or metal has been 
despatched from Austria. These facts arc important for two 
reasons. On the one hand, they indicate that the figures of the 
increase of German currency given above are considerably below 
the mark ; on the other, they conduce to the obvious inference that 
the indebtedness which the German Government will ultimately 
have to cover is greater, and the future suction upon the reserve 
of the Beichsbank will be more im|>ortant than might otherwise 
have been the case. 

It is often claimed by German economists that though the 
banknote has been made inconvertible and the tax-free limit 
removed, the mainspring of the financial mechanism has not been 
tampered with, as the one-third metal backing is still necessary, 
and the restrictions as to the nature of the collateral Itave not 
been eased. But in point of fact these restrictions have been 
eased. One of the first problems with which the Government 
was faced was that of raising a temporary loan to cover the cost 
of the mobilisation and the conduct Af the war during the first 
few months, ft solved this problem by a law of August 4th, by 
which Treasury bills could be discounted at the Beichsbank and 
act as a collateral against notes. It is not possible from the 
Beichsbank return to discover to what extent«it has financed the 
Government in this way and increased the currency against 
unfunded debt, nor were any figures published in its annual 
report, although those for the discounting of the so-Ailled Zoll- 
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Kriegswechsel, by which in a more indirect way the bank also 
supported the Government, were duly furnished. 

During the year under consideration Germany succeeded in 
raising two loans amounting together to 13,520 M.M. The extent 
to which that capital sum is represented by paper inflation has been 
very roughly calculated above. Tlid extent to which it must be 
discounted is calculable by reckoning the rise in the general level 
of prices over the apposite series of dates. 

Had the war ended within the year, as Germany expected, the 
ingenious and complex financial system might have proved 
successful. But with the prolongation of the war aigl the national 
dividend winking a? the currency grows its economy becomes 
negative and danger obvious. 

A. fjOVHDAY 



GERMAN ROTA 'TO POLTGY. 


From the first months of the war until thi present day the 
story of Genian official activities in connection with the food 
problem (bread corn only excepted) constitutes a record of 
inefficiency and prevarication which it is difficult to reconcile with 
l>o]>ular notions of J Russian efficiency. The most instructive of 
its failures occurs in connection with potatoes; a foodstuff which 
has ranked second only to corn as a centre, for economic discussion. 
The story of the Imperial Government's attempt to secure a 
reasonable distribution of this commodity is one which throws 
some light on the influence of the agiarian interest in economic 
affairs. Incidentally, too, it serves to illustrate the possibilities of 
maximum price legislation. 

The story begins somewhere hack in those far off clays, the 
autumn of 1914, when the national faith in maximum prices 
received its first rude shock from the developments of such legis- 
lation in the corn trade. But there are maximum prices and 
maximum prices —and if the Government realised from bitter 
experience that affixed wholesale trade price had brought about 
“intolerable” conditions in the corn market, it also realised that 
such evils might he circumvented by confining the statutory rates 
to the actual producer, leaving the wholesale and retail trader free, 
or subject only to the legislative efforts of military and local authori- 
ties. Growing complaints of scarcity and high prices in the potato 
market were met, therefore, on November 23rd, I9J.4, by a scale 
of maximum producers' prices for the whole Empire, supported in 
many cases by the local imposition of wholesale or retail rates. 

The result of this measure might have been easily predicted. 
Supplies were withheld from the market, and the afore-mentioned 
scarcity continued, to the accompaniment of a chorus of protest 
from the Socialists to the effect that supplies were being stored for 
speculative purposes, and from the agrarians to the effect that frost 
and transport difficulties made it impossible for them to market 
goods. Meanwhile a general suspicion was felt that an insufficient 
potato supply was being unduly depleted by hordes of hungry pigs. 
For a time, indeed, these maligned animals earned for themselves 
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the name of “potato devourers,” with the result that during 
January and February they were subject to what was subsequently 
described as panic slaughtering on an extensive scale — action for 
which the German consumer is now paying the price. * 

This, then, brings us to the early ^art of 1015, and what might 
almost be called the February potato famine. Detail prices were 
rising, and in spite of it in, many parts of Germany, notably 
Berlin and the industrial west, it was literally impossible to obtain 
potatoes. In rnajjv cases, too, the difficulties were intensified by 
heavy-handed local price legislation, and municipalities were forced 
to fall back upon their own accumulated supplies' doling them 
out to the public a't moderate rates, which, nevertheless, were 
abnormally 'high as compared with peace prices. The contem- 
porary Press describes scenes in the various market places, 
involving sometimes merely large patient waiting crowds of would- 
be purchasers, sometimes genuine public disturbances, fainting 
Ilausfrauc.n, and police intervention. Meanwhile public discussion 
raged concerning the causes thereof, some attributing the, scarcity 
to the greed of the farmers, some to the existence of the maximum 
rates, some to transport difficulties, and some to the unchecked 
ravages of pigs. There seems, indeed, to have been a genuine 
fear that scarcity rather than speculation was at the root of the 
above-mentioned developments, an attitude which is reflected by 
the rather alarmist statistics of the Vorwtirts of March 10th, 
1915, which quotes Professor Ballod’s estimate of the 1911 potato 
harvest as 42-43 million tons, as compared with the 47 million 
reckoned on by the Berlin Municipal Statistical Office, and the 
average of 52 million for 1912 and 1913. 

In view of public clamour the Imperial Government allowed 
itself to be pushed. On February 17th, 1915, it bowed to the 
agrarian* interest in so far as to grant a slight increase of the 
statutory prices, hoping thereby to set free a quantity of potatoes 
hitherto held dp by the inadequacy of the rates allowed. This result 
does not, however, appear to have been attained. On March 15th a 
general inventory of existing supplies was carried through, and on 
April 12th a potato distribution order, based on its results, was 
issued by the Bundesrat. This order appears to have been 
trained with an eye to agrarian approbation, since it, omits to 
provide for the confiscation so urgently demanded by the Social 
Democrats. It was certainly framed on the assumption that, 
urban supplies were insufficient, but that Iho potato supply in 
general was adequate to meet the needs of the Fmpire at the 
existing rate of consumption. Tt may therefore be described as a 
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distributive, rather than an economising order. Accordingly it 
divided the Empire into potato-producing and potato-consuming 
areas, and provided that such consuming areas as were unable 
to satisfy their needs in the course of free trade were to notify 
the extent of such needs tq afn Imperial Department for Potato 
Supplies (created by the order), which would acquire the necessary 
quantities from the ’producing are^s. 

During the two months which followed the publication rtf this 
order the potato problem underwent a sensational development. 
Scarcity suddenly gave way to veritable glut, paragraphs appeared 
in the daily* Press calling upon the public to “eat. potatoes,” 
municipal authorities began unloading their* supplies, starch and 
potato-flour factories worked at high pressure to transform as many 
potatoes as )>ossible into durable form, the Government’s 
slaughtering policy was reversed in view of abundant potato 
fodder, the Berliner Tageblatl estimated the 1914 harvest as 
55 million tons, as compared with Professor Ballod's 43-3 million, 
and prices fell with a run. By July Beilin householders were 
complaining to the sanitary authorities of the smell of rotting 
potatoes in the Silesian railway warehouses, while t be Vorwarts 
laid bitter stress on the uneconomic results of unchecked 
speculation and potato famine, followed by glut and whole- 
sale waste. 

The potato comedy culminated in August, 1915, by the appear- 
ance of the Government in a white sheet, both in the Press and in 
the Reichstag, with the following account of its own activities. The 
inventory of March 15th showed an existing stock of ‘206 million 
owt., a supply which the Government regarded as inadequate after 
allowing the necessary deductions for seed and depreciation. The 
new potato department was accordingly called into being by the 
order of April 12th, and immediately obtained the assurance of 
40*6 million cwt. from the producing areas, as compared with a 
notified deficit of 15*4 million cwt. on the part of the consuming 
areas. It accordingly purchased 23*6 million cwt. from the 
former, paying high prices in order \o discourage the producers 
from using up their stocks for foddering purposes. Eater, how- 
ever, it transpired that the inventory had grossly underrated 
existing supplies, while the consuming areas had considerably 
overrated their needs; as a result they actually took from the 
central department not 15*4 million, but 3*8 million cwt., leaving 
it saddled with some 20 million cwt., which were finally disposed 
of to potato-flour and spirit factories. The Government had, in 
fact, been fooled by the farmers. Such was the experience whicli 
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the first year of war brought to the bureaucracy as far as potatoes 
are concerned. 

It is when we turn to the second year however, that even 
more surprising developments are presented to us, an 

almost identical repetition of the aboye-described events. Hardly 
was Herr Delbriick’s confession before the public than new 
complaints of scarcity and rising prices began to make themselves 
felt Ite the daily Press. In September we meet the old familiar 
references to the difficulties of industrial districts. By the middle 
of October the Frankfurter Zeitung is complaining from Marburg 
that “although this district has had a. record potato harvest the 
urban population . # . . can obtain no potatoes at reasonable 
prices . . . Hhe farmers refuse to sell pt the established maximum 
prices (local), explaining that they would rather use such cheap 
potatoes as fodder or wait until the spring, when the towns will 
have to pay different prices. ” 

As regards Government action under these circumstances, in 
view of reiterated demands on the part of trade unions and Social 
.Democrats for general confiscation on the lines of the bread-corn 
orders, two insignificant concessions have been granted. On 
October 9!h, 1915, an exceedingly complicated order was issued, 
reorganising the old Imperial Department for Potato Supplies as 
an Imperial Potato Department on the lines of the Corn Depart- 
ment, and providing for the reservation of 10 per cent, of the 
new harvest on cultivated potato areas of more than 100 hectares. 
This was followed on October 22nd by the extension of such 
reservation to all areas exceeding 10 hectares* and the estab- 
lishment of confiscatory rights over 20 per cent, of such harvests. 
The most important, clauses of this last order, however, were those 
which added to the torrential price legislation of the autumn 
months a new potato maximum price measure, very similar to 
that issued during the autumn of the preceding year. 

Whether this step represents a genuine undimmed official 
faith in maximum prices, or whether it simply constitutes an 
attempt to stave off reproaches of official inactivity without at 
the same time interfering too drastically with the agrarian 
interest, is a matter for discussion. .Its results, however, were 
immediate and unmistakable. Economic history is now repeat- 
ing itself. From the towns come increasing complaints of the 
impossibility of procuring potato supplies at the statutory prices. 
From agricultural organisations come urgent appeals to farmers 
to market # their potatoes as soon as possible — -appeals sometimes 
to patriotic feeding in view of the sufferings of the towns, some- 
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times to self-interest in view of possible confiscation. And as 
far as one can judge from the numerous references in the daily 
Press, neither the force of bureaucratic machinery nor the pressure 
of public opinion is capable of extracting potatoes at statutory 
prices from a farmer who does not wish to sell. Elusive and 
impregnable, he mocks at tlujir ‘combined efforts from the fastness 
of his farmyard, while the Prussian Minister for Agriculture 
espouses his cause in Wilhelm strasse with all the force of political 
weight and historical tradition. 

Mary Stocks 



THE PRESENT SITUATION OF THE FOREIGN 
EXCHANGES 

r 

The theory of the foreign exchanges which 1 have given for 
some years in my lectures starts from the view that the rate of 
exchange is primarily an expression for the value in the money of 
one country pfit upon the money of another country. 

If we consider t?Wo countries, A and B, with independent paper 
currencies, the money of A can have valine in B only an the ground 
that it represents buying power, or more generally paying power, 
in A. The -price in B of the money, of A will, therefore, be 
broadly proportional to the buying power of the money of A and 
will consequently stay in inverse proportion to the general level 
of prices in A. Further, the price in B will, of course, tend to 
be proportional to the general level of prices in B. Thus the 
rate of exchange between the two countries will be determined 
by the quotient between the general levels of prices in the two 
countries. 

Now, according to the quantitative theory of money the 
general level of prices varies, other things being equal, in direct 
proportion to the quantity of the circulating medium in a country. 
If this be true, the rate of exchange between the two countries 
must vary as the quotient between the quantities of their respec- 
tive circulating media. 

The present war has afforded an opportunity to prove this 
result on a very large scale. If the actual rates of exchange 
show a general coincidence with the rates calculated on the prin- 
ciples here given, and if the divergencies can be satisfactorily 
explained .in other ways, this may be regarded as a good proof 
of the above theory of exchange, as well as of the quantitative 
theory of money. At least , it must be said that never before has 
such an opportunity presented itself of verifying these theories, 
which both are of the nature that they can be definitely demon- 
strated only by actual experience. 

On the above principles I have made, during recent months, 
calculations of the rates of exchanges between Sweden and some 
of the most important belligerent countries. On the whole, the 
results have confirmed the theory with an unexpected accuracy. 
The reader will certainly, without further explanations, appreciate 
the importance of this result as well for economic theory as for 
the practical judgment of the much contested significance of the 
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present variations in the rates of exchanget Here 1 must confine 
myself to some preliminary results. 

The greatest difficulty has been to ascertain with sufficient 
exactness the rate of inflation of the different monetary standards. 
The quantity of the circulating medium is generally not very 
exactly known, and some f#cte relating to the increase of the 
circulation are not officially known. Nevertheless, it has been 
possible to prove that the advance of the general level of prices 
in the United Kingdom, such as it shows itself in the index 
numbers of Mr. Sauerbeck (continued by the Statist), is, broadly 
speaking, proportional to the increase of the circulating medium 
of the country, and thus that the enhancement of prices is essen- 
tially to be regarded as an expression of the inflation of the 
money. 

Even in Sweden a substantial inflation lias taken place. This 
inflation is proportional to the increase of the notes of the central 
bank, which, beside token money, form the only actual circulation 
of the country. The average note circulation for the -year 1913 
was 209*9 million crowns. In order to find a normal circulation 
for 1915, 1 have added to this figure 1*5 per cent., which corre- 
sponds to the normal increase of the population. Thus I find 
the normal mean circulation for 1915 to be 213*1. Starting from 
this mean, I have calculated the normal circulation for each month 
according to the mean monthly variations of the circulation during 
the four years 1910-1913. With this monthly normal circulation 
I compare the actual mean circulation for every month of 1915, 
and thus calculate the monthly mean inflation for that year. 

Now, according to the theory, the rate of exchange between 
Sweden and England should be determined by the quotient of 
the inflations of both countries. As measure of the English 
inflation 1 have taken Sauerbeck’s monthly index number (from 
the Statist ), divided by 82, which may be regarded as the normal 
level before the war. The results are given in the following 
table, and further illustrated by the diagram. 





Theoret ical 

Actual 


Swedish 

English 

rate of 

average 


inflation. 

inflation. 

exchange. 

rate. 

February 

... 134*4 

123*0 

19-81 

19*41 

March 

... 1301 

126*3 

18*61 

19*43 

April 

... 130*9 

129*0 

18*47 

18*72 

May 

... 131*8 

130*8 

18*32 

18*42 

June 

... 128*5 

129*9 

18*02 

18*13 

July 

130*5 

129*9 

18*32 

18*34 

August 

... 130*0 

130*4 

18*17 

18*25 

September 

... 129*0. 

131*4 

17*87 

18-11 

October 

... 132*7 

134*1 

18*02 

17*88 

November 

... 1337 

138*0 

17*57 

t 17*22 

December 

... 136*0 

144*5 

17*12 

16*97 
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For January, 1916, the Swedish inflation is 140*9, the 
English 152 ; the theoretical rate 16*87 and the mean actual 
rate 17*27. 

The general coincidence of the theoretical and actua^ rates 
may be taken as a proof of the assumption that the materia] 
progress of Sweden from 1913 t<5 1915 has been limited to 1*5 
per cent, (which is, of course, much less than normal). This 

assumption is equivalent to the 
choice of scale for the figures 
representing the Swedish inflation, 
and thus for the curve of the 
theoretical rate of exchange, but 
has no influence on the form 
of this curve. The unmistakable 
conformity of the curves for the 
theoretical and actual rates may 
be regarded as a remarkably good 
proof of the theory here set forth. 

For France, Germany, and 
llussia 1 have tried to calculate 
the increase of the circulating 
The results, though not yet quite 
ready, show for all these countries a progressive inflation, which 
runs, on the whole, parallel with the fall of the rates of exchange. 
E.g. y the inflations and the theoretical and actual exchanges in 
Stockholm were, on December 23rd, 1915, as follows : — 



Infiat ion. 

Theoretical 
rat e. 

A6r.ua! 

rate. 

Par. 

France 

157-3 

63-00 

61-75 

72-00 

Germany 

175-5 

68-40 

69-00 

88-S9 

Russia 

225 

115 

113 

192 00 


The divergencies between* the theoretical and actual rates are 
very small, and all lie within the limits of the errors unavoidable 
in such a calculation as this and the occasional fluctuations of 
the rates of exchange. On the whole, the theoretical rate even 
seems to be a more genuine expression for flic real situation of 
the different standards than the actual rate, which for short periods 
is often influenced by speculation and other incidental circum- 
stances. 

The conclusion is that the exchanges are at present governed 
essentially by the* degree of inflation of the different monetary 
systems. All other factors, which used to be put in the foreground 
by the practical banking world or in political discussion, such as, 
e.gf., the naluqce of trade and the confidence of the world in the 



Theoretical and actual 

sterling exchange in Stockholm. 
Monthly averages, Feb. — Dec., 1915. 


medium and thus the inflation. 
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future of this or that country, have only a quite secondary and 
temporary importance. 

As a substantial inflation is to be found even in countries with 
plenty of gold, we must conclude that a fall in the value of gold 
has taken place. This fall, which is perhaps more instantaneous 
and serious than any earlier movement of the value of gold, 
seems to be somewhat different in different countries — owing to 
the extraordinary hindrances in ^transport — but is probably 
characterised fairly well by the Swedish inflation for January 
this year, for which the figure 141 was given ^bove. It seems 
probable that the value of gold will continue to fall so long as 
the war goes bn. After the war this value may reasonably be 
expected to rise again, at least, to its present level. Under 
these conditions we in Sweden have (on February 8th) taken the 
unprecedented, but, so far as can be judged, rational, step of 
excluding gold from the old free admission to our circulation. 
We hope in this way to be spared from a further violent advance 
of the general level of prices and a following equally injurious 
fall. The immediate effect has been a fall in the value of foreign 
money, but the rates of exchanges now probably give a truer 
expression than before for the real relative values of the different 
money standards. The actual rales in January seem to have 
stood at an abnormal height owing to big gold imports into 
Sweden. 

Gustav Cassel 


\Notc by Editor . — Tho effect ^of Professor Cassel’s interesting calculations, 
assuming the sufficiency of the data on which they are basod, seems to mo to be 
that, even with the hindrances to free movement of goods which prevail in 
war time, real price levels in different countries tend to equality. That is to say, 
the index numbers of local prices corrected by tho world- value of the local 
money, as measured by tho exchanges, tend to equality. — J. M. K.] 
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REVIEWS 


On the Relations of Political Economy to War. The Cost of War, 
and ways of • reducing it suggested by Economic Theory . 
Two lectures by E. Y. Edgeworth, M.A., Fellow of All 
Souls’, Professor of Political Economy in the University of 
Oxford. (Oxford University Press. 1915. Pp. 36 and 48. 
Price Is. net each.) 

The •pig-philosophy scorned by Carlyle does not find great 
favour in these high-hearted days; yet here is Professor 
Edgeworth nothing daunted, with all the modesty of true learn- 
ing and all the polyglot graces of his unique style, gently thrusting 
as it were before the noses of statesmen and diplomatists the 
principle of the maximisation of aggregate utility as a possible 
solvent of their differences, in case the attempt to practise the 
old Aristotelian m av 6 (j>p6vi,pios opiaeie leaves them still 
unreconciled and sharpening their claws. 

Political economy, so runs the argument, gan help to furnish 
the sinews of war ; economic motives are among the final causes 
of war ; and economic analysis, especially so far as it is concerned 
with industrial disputes, can throw some analogical light on the 
problems which call or seem to call for solution by war. There 
is a wealth of common sense, lit up by flashes of irony, in the 
exposition. It serves no good end, in the field of international 
any more than of industrial disputes, to minimise real divergences 
of interest, to overlook the warp of competition with which the 
weft of co-operation is shot. Some of the extravagances of the 
modern school of economic pacificists come in for fair but trenchant 
criticism, as well as the more patent #nd monstrous exploits of 
those at the opposite extreme. Yet even so, the Professor urges, 
there is often — oftener, perhaps, than the war experts suppose — 
a possible range of arbitration ; and the ideal point within that 
range is that which maximises the welfare of the contending 
parties,/ Violent changes are thus discountenanced; yet to the 
charge (common to Teuton and Trade Unionist) irpog t&v e^ovr av, 
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<1 >ol/3€, top vofiov ridtj^y wc will not plead gtiiity ; for progress and 
efficiency have a utilitarian claim against the status quo . 

And yet — and yet, are we really so much further on? Clearly 
hot, uifless our “table of pleasures and pains ” is extended to 
include those impalpable goods and evils of honour and disgrace, 
of the sense of liberty and servitude, of power and insignificance, 
which figure so largely in the calculus of war. This Professor 
Edgeworth is ready, nay eager, to So. And beyond doubt, as 
Professor Wicksteed reminded us in a memorable article in this 
Journal some years ago, our whole life is of necessity a com- 
mensurating of* the strictly, incommensurable — a pushing up to 
heterogeneous margins. Emotion and energy, sfe well as time and 
cash, are limited, and we balance sport and religion, l'riendsliip 
and foreign travel, almost as cold-bloodedly as Dr. Marshall’s 
agitated housewife with her hanks of yarn. Perhaps we may go 
further and suggest that as modern physics hints that elements 
long believed to be distinct are really the same v\rj in different 
states of atomic tension, so those apparently qualitative differences 
in pleasures which Mill felt constrained to recognise at the end 
of his life may turn out to be quantitative after all. Yet where, 
if anywhere, is the limit? Plato suggested that the purest of 
pleasures was to be found in the contemplation of geometrical 
diagrams; and if the notorious Professor Jaffe thinks that all 
good Germans should find it in the contemplation of their own 
collective Lcistungsfdhigkeit , on whose authority (save that of 
our old dr us ex machina , the (frpovi/jLos) are we to declare him 
outside the utilitarian pale? With values so elusive and minds 
so differently built, what hope have we of hitting that ideal point 
upon the contract-locus? And if, sloughing his economic pec- 
cadilloes, the “pacificist” (Professor Edgeworth notes that the 
word is not in the Oxford Dictionary — one wishes he had stepped 
into the breach) should boldly declare that the one outstanding fact 
is the failure of negotiators to arrive at even an approximately just 
inequation of the real cost of war (that item in Professor Edge- 
worth’s calculus from an estimate of which he himself shrinks in 
reverent silence) with most at least of the objects of their bargain- 
ings, what answer can be made him, except, once more, to impugn 
his <j)pov7)<n<t ? 

To return, with the Professor’s second lecture, to more solid 
ground : a brief summary of his main conclusions must suffice. 
The alleged superiority of an internal over a foreign loan for 
meeting the cost of war is declared, after Macaulay, to be 
genuine ; the alleged superiority of taxation over thy fonher is 

F 2 
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held to depend largely upon the incidence on different classes 
of the subsequent taxation for payment of interest, and upon the 
comparative effect of the two methods upon accumulation of 
capital. More thorough economic (not merely financial) prepara- 
tion for war is advocated, with a /warning that the public existence 
of such mechanism may of itself stir Camarina, and that the 
problem is ancillary to that of reducing the cost of war by reducing 
war itself. 

What on the balance is our hope? Professor Edgeworth does 
not commit hiniself. In a few pregnant pages he reminds us of 
that shadow which, lifted from the nineteenth,, century by its 
riotous exploitation of virgin soils and capital stores of fuel, seems 
to some of us to loom nearer again to-day — that shadow of the 
limitless hosts of the unborn who, in Samuel Butler’s fantasy, 
flutter pesteringly about the heads of their reluctant progenitors. 
Will the transmutation of elements save us by enabling us at last 
to live on our income of power? And what prospect of that yet 
more fruitful transmutation and canalisation of the human virtues 
of pugnacity and patriotism and chivalry, so that, relieved from the 
necessity of mutual clash and thrusting ever outward toward non- 
competitive margins, they maximise the sum of human emotion 
and endeavour? 

Nor can this remote matter suddenly 
Progress so from extreme unto extreme 
As to grow gold and leap o’er all the means : 

Nature doth first beget the imperfoct, then 
Proceeds she to the perfect. 

< 

So Ben Jonson’s Alchemist, with his tongue in his cheek; so 
we, in all sincerity of hope. With the twin sciences of physical and 
social alchemy lies, perhaps, the future of the race. 

D. II. Bobertson 


Kapital und Kapitalzins. Erstc Abteilung. Gcsdiichtc und 
Kritik dcr Kapitalzinsthcoricn. ETltteAuflage. (Innsbruck: 
Wagner, 1914.) Eugen von Bohm Bawerk, Professor an 
der Universitat, Wien, Kaiser-Koniglicher Minister (ausser 
Diensten). 

The author quitted the service of political economy only with 
his life, on August 28th, 1911. 1 There is every sign that this 
book passed from his hands as complete as he could make it. The 
preface is dated Vienna, June, 1914. The latest reference seems 

u 

1 Journal, Dec., 1914, pp. 648 seq. 
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to be to Mr. Hoag’s Theory of Interest , New York, 1914 (Hist. 
633 n.). English-speaking economists receive an ample share of 
attention, and small wonder, for they early recognised the merits of 
the author. Bohm Bawerk was as closely in touch with us during 
the last three decades as J . B.^ S^ty with the England of a hundred 
years ago. It is hard to fancy the arrest, except by the “fell 
sergeant, death,” of the friendly interchange of paper-polemics. 
It is hard to conceive the continuance of our author’s writing under 
conditions compelling him to place Alfred Marshall* among his 
foes and J. B. Clark among none-too-bencvolent neutrals. He has 
been happy in*ihe timeliness of his departure, and our discussion 
of him and his books can proceed with no cloud*between us, real or 
imaginary. 

It would have been regrettable if the History had missed the 
final revision accorded so liberally to the Theory. 1 His own 
theory (and “positive” means only this, in contrast with 
“criticism” of other theories 2 ) was broad-based on principles 
and admitted of entirely impersonal exposition and illustration. 
But in order of statement it came on the heels of a history of 
other views, obsolete or received, and was thus reared in an 
atmosphere of criticism, which all theorists must breathe if they 
would not live in a fool’s paradise. The original preface to the 
History (1881) says plainly that the criticism meant more to the 
author than the history. The reader has thus fair warning. But 
the history is quite faithful, and it is not too long till it becomes 
contemporary. 

In proportion as any history draws nearer to the historian’s 
own time, its course is troubled by the difficulty of distinguishing 
between important and unimportant, main and negligible. In his 
last preface, Bohm Bawerk enlarges on his earnest endeavour 
after a judicious curtailment and omission, which, sooth to say, 
he never quite compassed. The historian, he rightly tells us, 
ought not to be strangled by the analyst. The present book is 
still meant to be that sort of history which he tried to write in 
1884. He must deviate into an exception or two, “so long as he 
and his book are really alive,” but he plans a broad, comprehensive 
history, not a chronicle losing itself in details. 

He was less likely to deviate in 1884, when he had few critics 
of his own ; and in later life there would have been little need 
for this self-criticism (for so it is) if he had befin content to put 
all his comments on contemppraries into the Excursus appended 

1 Journal, June, 1913, 241 seq. Compare March, 1901, 64 seq .,^ where the 
second edition of the History (1900) is reviewed at some length. 

2 See History, second cd., 614 n . ; third ed., 622 n. 
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to the last edition of the Theory} dropping the Appendix of the 
two later editions of the History as an excrescence there. 

A book (or even a review) has natural or artistic limits ; but 
there are no assignable limits in nature or art to the length of a 
dissertation. Many of the additions to this third issue of the 
History are hardly complete without the corresponding sections 
in the companion volumes of the Theory . This is expressly 
admitted in such a case as Dr. Cassel’s (Hist. 3rd ed., 637 note), 
and cross-references in other cases are frequent. One of the 
longest new passages is a notice of Professor Oswalt’s “Addresses ” 
(1905) and “ Contributions ” (1910). 2 There was not much 
novelty 'in the pieces criticised, but some one had described 
Professor Oswalt as Bohm Bawerk’s interpreter, and our author 
is decoyed into prolixity by the desire of clearing his character. 3 4 
Oswalt began by agreeing with Bohrn Bawerk that there is no 
separate “use” of capital as distinct from the capital itself, which 
is (to Bohm himself) the sum total of its uses. 1 The uses do not 
exist by themselves side by side with the capital itself. Yet 
Oswalt thinks there may after all be a “something else,” describ- 
able for convenience as such a separate use or using, or else (if we 
like), as a surplus value of present over future goods, though not as 
a “cause” of interest (638). Both writers assume a stock of goods 
or capital permitting the introduction of the “longway” of produc- 
tion. But Oswalt says this stock can either (a) be so used as to be 
used up, or ( b ) be so used that the goods or capital shall be replaced. 
In this second case (h), says Oswalt, we are dealing not with con- 
sumption, but with utilisation (7 ienutzen) of capital (639). He 
thus turns a verbal illustration into the assertion of an actual 
separate entity or element alongside of land and labour (641). To 
Bohm the two latter alone are the “elementary means of pro- 
duction,” capital being derived from both (641). Oswalt’s new 
element now comes forward as that which is to be rewarded in 
Interest, and as a third factor in Cost (642). Bohm’s theory, he 
considers, is equivalent to the view that interest is the price of 
the using of capital (613), the value of ilie capital’s using being 
due to its usefulness on tlie one hand and its relative scarcity on 
the other. These are facts which he accuses Bohm of failing to 
observe (643, 644). Bohm answers that it is true the interest 


1 Journal , Dec., 1910, 594; dime, 1913, 241. 

2 W*tmy t third ed., pp. 637-656. 

J Loc. c it., 647, note. 

4 “Uses” or “usings” (Nutzungen) is a convenient term employed by Bohm 
as early S 1876 in an unpublished paper. History , second ed., 274, note, third 
ed., 276, note. ' 
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depends on something valuable and something scarce, but these 
are nothing mystical, they are the goods themselves; interest is a 
partial equivalent for the present goods themselves, not a separate 
equivsflent for a separate element in production (645). Otherwise 
the two economists seem to be, in fair agreement. Bohm seems 
to be right in regarding his own arrangement and choice of terms 
as the better of the two (648), though he reserves a full account 
of his own for the book on Theory , while giving Oswalt’s in the 
History . 

The points are sufficiently obvious, and a laboured refutation 
was surely unnecessary, Tallis is a characteristic instance of the 
way in which our author makes his book tocr long by an over- 
conscientious desire to leave no wrong statement unrefuted. There 
is no lack of more welcome additions. Bentham’s contributions 
are now treated as considerable ( e.g ., 56, 409, 410, and notes, also 
316, 569). More is said now of Aquinas, Petty, and Vaughan. 
New writers, like Natoli, Lifschitz, Landry, Margolin, Tugan 
Baranovsky, have their meed of criticism. Bastiat’s influence, 
greater in 1884 than in 1914, is now dismissed with a note of 
exclamation (350 and note). The extended discussion of Marx, 
especially of the posthumous volume that so disappointed the world 
in 1894, remains substantially as it was in 1900. Marx seems to 
iiave passed from current discussion into history, though it may be 
some years before he shares the fate of the brilliant Frenchman. 
As to our author himself, if his posthumous volume will not greatly 
increase his reputation, it will at least in no way detract from it 
or weaken the logical edifice fortified with such patience, learning, 
and clearness of vision. 

James Bonar 


Nos Finances pendant la Guerre. By G. Lachapelle. (Paris : 

Armand Colin. 1915. Pp. vi + 306. 3 frs. 50 J 

M. Lachapelle’s great merit is his honesty. He makes ho 
attempt to belittle the critical state of French finance on the 
outbreak of the war. He criticises with lucidity and vigour both the 
recent finance ministers and those political obstructionists whose 
pertinacity rendered the administration of finances almost impos- 
sible, causing a delay of twelve months in the passing of the 
budget of 1911 and of fifteen in that of 1913. But he is clearer 
in his political criticisms than in his economic exposition. He 
seems to have been uncertain how much knowledge^ of tn^ finan- 
cial system in France, he might safely postulate, has decided to 
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postulate none, and in his endeavour to supply his reader with the 
requisite elementary information has spent so much time on his 
explanation of the organisation of the Bourse, the settlement days, 
the position of the Bank of France on the money market, t'liat he 
has failed to make clear the temporary expedients for the financial 
mobilisation. 

The book is divided into two parts, the 'first dealing with the 
finance before, the second with the finance during the war. But 
the division is qot strictly maintained, and most of the second 
part is, in fact, devoted to the explanations just mentioned ; and 
although, particular chapters arc given up to the* effects of the 
crisis on particulaf bodies, in no single chapter will be found 
mention of all the measures affecting the body under considera- 
tion. For instance, nothing is said in the chapter on the Bourse 
and the July settlement of the fact that holders of the July loan 
might convert their stock into the new 5 per cent, war loan, and 
the uninitiated reader might well imagine from what is said in 
the chapter on the Bank of France that the 2,900 M. frs. advanced 
by that body to the Government was to hear no interest at all. 
The value of the book would, in fact, be greatly enhanced were 
an appendix added giving a summary of the measures adopted 
by the Government. At present the clearest portions of the whole 
work are the quotations from the speeches of M. Tv i hot. These 
are, indeed, models of lucid exposition. 

The author very rightly lays special emphasis on the difficulties 
with which the Government was faced at the outbreak of the war. 
The budget of 1914 was only passed on July 15th : the peace loan 
of 805 M. frs. was only issued on July 7th. The bulk of the 
subscriptions were not made by investors. The Bourse was hope- 
lessly committed. It is round the problem of the July settlement 
that M. Lachapellc develops his thesis. When the crisis came 
the speculators in the loan were unable either to place their stock 
or to take it up. The Government was unable to raise a new loan, 
and was forced to have recourse to the Bank. But apart from the 
position of the Bourse, M. Lachapelle thinks that at first no other 
way of borrowing was practicable, as the Government was too 
much preoccupied with military events. He gives the impression, 
indeed, that all the measures adopted at the outset were hap- 
hazard and forced on the luckless Government by the interested 
parties. The onljr steps taken before the war in preparation were 
the secret agreement between the. Bank and the Government, 
signed on November 11th, 1911, by which the former pledged 
itself t<f proyide 2,900 M. frs. at 1 per cent, interest should a 
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general mobilisation be declared before the Bank’s charter was 
renewed (which amount was increased to 6 milliard on September 
21st, 1914), and the printing by the Bank of a million and a half 
20-fr. and 5-fr. notes. The Bank alone was prepared. It supplied 
the Government ; it lent to # the Bourse ; it discounted for the 
ot&&£ banks. 

On the question bf the forced issue of paper M. Lachapelle 
makes a curious comment : — Pour empecher cette circulation de 
depasser certairies limites, il fallait done troujer le moyen de 
faire rentrer a la Banque les billets qui en etaient sortis pour les 
besoins de lT5tat. ... Lie ministre des Finances offrait une 
prime de 5 per cent., payable d’avance,* a tous ceux qui 
verseraient leurs billets de banque dans les caisses du Tresor 
et, en exchange, ceux-ci recevraient nn bon de la defense 
Rationale. . . .” The premium of 5 per cent, might, it is true, 
prevent the depreciation of the note, which thus acquired a 
peculiar value for a special purpose. But had the Government 
adopted any other method of borrowing from the public the effect 
would have been the same. An over-issue was avoided because 
the Government checked its demands upon the Bank. 

Brief accounts are given of the measures taken in England and 
Germany in August, 1914, which would have been more useful for 
purposes of comparison had they not been introduced in the middle 
of the narrative. In writing of the latter country he says, how- 
ever : — “La Banque pout, en outre assimiler a la eouverture de 
son encaisse metallique les bons du Tresor, les lettres do change 
mises en circulation par l’Etat, les obligations de l’Empire h trois 
mois d’echeanee et, enfin, les billets speciaux des caisses de prets 
sur gage, les Darlchnskasscnschcine. De la sorte, les emissions de 
billets de la Iteichsbank peuvent etre sans doute indefinies, mais 
dies ne sont pas garanties que par le credit de l’Etat.” This, of 
course, was not so. The bank discounted Government paper 
without the usually requisite signatures ; but thaf? paper is not 
included in the metal reserves, nor is it true that there is no limit 
to the issuable paper. 

A. Loved ay 

Die dcutsche Volks ernahrung und dcr englische Aushungerungs- 
plan. Herausgegeben von Paul Eltzjuohek. (Braun- 
schweig : Vieweg und Sobn. 1 914. Pp. vii + 196. Price 
1 mark.) 

This important and carefully written book on th&^ferman 
food question, m the preparation of which Dr. iSltzbacner has 
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succeeded in obtaining the assistance of a number of experts on 
the various .problems entailed, has, since its publication in 
December, 1914, been the pivot round which the ever-increasing 
quantity of literature on the subject has revolved. f 

An estimate is first made in terms of nutrient values of the 
hypothetical quantity of food requisite for the maintenance of the 
German population. This is followed by a second estimate of the 
actual amount consumed in the years 1912-13, the home produce 
and foreign imports being placed in separate columns ; and, finally, 
by deducting the % total arrived at by the first calculation from the 
two sets of figures obtained from the second both the surplus of 
unnecessary consumption and the future deficit of necessary 
supplies are obtained. 

The conclusions drawn are that in the years 1912-13 the 
amounts actually consumed in nutrient values were 88,649 
milliard calories, of which 17,412 milliards were imported, and 
2,261,900 tons of albuminoid, of which 625,600 tons were im- 
ported, whereas the quantities scientifically requisite for the 
maintenance of the population with equal distribution would have 
been 55*64 billion calories and 1*574 million tons of albuminoid. 
By taking into consideration the probable increase in population 
and decrease of harvest returns for the year 1914 the following 
food balance sheet is obtained : — 


Cal. billions. 

Requisite quantities ... 56-75 

Consumption 1912-13 ... 90-42 

Produeeable in 19141 

without change in j- ... 67-68 

methods f 


Alb. mill. ton. 

1- 605 

2- 307 

1-554 


This table shows, on the one hand, that the consumption of 
albuminoid and calories would have to he reduced by 33 per cent, 
and 25 per cent, respectively; on the other, that the available 
stock of calories would exceed the amount required by 19 per 
cent., while there would be a 3 per cent, deficit in albuminoid. 
The reasoning leading to these conclusions is interesting. It 
must, indeed, be remembered that the authors have deliberately 
set themselves to prove a case, and although the work has been 
scientifically and carefully carried out, a certain amount of con- 
scious or unconscious bias was almost inevitable. But some of the 
premises on which, the deductions are based seem to overstep the 
bounds of such prejudice as might legitimately have been expected. 
The most striking example of this tendency to exaggerate where 
exaggeration assists their case is the adoption of the harvest 
returnsmf the'years 1912-13 as a basis for calculation. According 
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to the figures of the International Commission at Koine, the 
average of these two years was for wheat 5J per cent., for rye 
12 per cent., for sugar 16 per cent, above that for the five years 
1908*13. It was, therefore, scarcely justifiable to presume that 
the returns of 1914, with a decreased supply of labour and horses 
and considerable difficulties of transport, would amount to 95 per 
cent, of the average* of 1912-13. It is, moreover, interesting to 
find the name of Professor Ballod amongst the contributors, and 
the figures in this book may well be compared with those given 
by him in his article in the July number of the Prcussische 
Jahrbuchcr, 1914. “ Kein^Mensch,” lie says there, “kann sagen, 

ob die deutsche Erntesclmtzungen nicht urn *10, ja 15 oder sogar 
20 Proz. zu lioch sind ” ; and the probability of over-estimation 
he proceeds to prove by a review of the interstate export and 
import figures. Unconvincing, too, is the argument that the total 
‘ Sehlachtgewicht ’ of the animals passing through the public 
slaughterhouses may be reckoned as food “da in dem ‘ Schlacht- 
gewicht ’ die genusstauglichen Eingeweide teilweise felilen,” or 
that although the methods of reckoning the ‘ fichlachtgewicht ’ 
may be open to criticism, as is clearly shown by Professor Ballod 
in his “Grundriss der Statistik” and not denied here, the resulting 
over-estimate is likewise balanced by such fat suitable for 
human consumption as is not included in the weights men- 
tioned. In neither case are any figures given to support these 
presumptions. 

On the other hand, the estimates of the quantities of albuminoid 
and calories requisite for human welfare are considerably below 
those commonly accepted in Germany. The figures given by 
Voit for the latter vary from 3,050 to 3,575, by Buhner from 2,445 
to 3,362 to 6,100, the last being an exceptional figure, whereas 
3,000 is taken as the daily average for a grown man. For the 
latter Voit gives 106 g., which is reduced on somewhat unconvinc- 
ing evidence to 80g. for a man and 68 for a woman., 

The second half of the book is occupied with recommendations 
for the achievement of the necessary economies. By these, which 
include a reduction in the number of beasts and pigs, the use of 
beet with 20 per cent, of sugar left in as fodder, the cultivation 
of moorlands, the use of browner bread, potato drying, &c., it is 
estimated that a saving of 13,390’8 milliards calories and 479,800 
tons of albuminoid might be made. Many &f the suggestions 
have been carried into execution ; but neither the extensive 
cultivation of moorland nor the maintenance of any given acreage 
of beet cultivation, merely on the grounds of the foocl^value of 
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sugar, without its price being kept up relatively to other agricul- 
tural products, appears to be a practicable proposal. 

The final nutrient values balance sheet, although suggestive 
and of considerable theoretical and practical interest, canrfot, of 
course, pretend to give even a rough notion of the actual deficit 
to be expected. It is based on the assumption that all the reforms 
suggested should be, and could be, carried* into execution in a 
single moment of time. Over two hundred thousand tons of 
albuminoid /for instance, are to be saved by the sacrifice of 10 per 
cent, of the stock of cows and 3£ million pigs. But such a 
reduction of live-stock must take tirn^, and until it is achieved 
not only would it be impossible to bring about the desired gain, 
but the maintenance of the average production of preceding years 
with an over-supply of cattle and an under-supply of fodder would 
be difficult. The figures, in fact, are based on an impossible 
hypothesis. But if the book be looked upon as a starting-point 
from which further inquiry and more precise statistical calcula- 
tions may 'be made, and not as a compendium of carefully revised 
ultimate conclusions, its value cannot be denied. 

A Loveday 

Credit , Industry, and the War. Edited by Prof. A. W. 
Kjrkaldy, with a Preface by Prof. W. It. Scott. (London : 
Sir Tsaae Pitman & Sons, Ltd. Pp. vii-f-268. Price 2 s. 6 d. 
net.) 

This is one of the books that will be very interesting some day. 
When the war is over and we have solved all the problems that 
now make it so difficult to take any interest in anything else, 
we shall spend some pleasant evenings in turning over its pages 
and reading what was said at a meeting of the British Association 
in 1915 about the financial and industrial questions that had at 
that time been propounded by the god of war. Forsan et hccc 
olim meminis'sc juvabit. At present, without any disrespect for 
the distinguished authorities who composed it, one has to admit 
that the book came too late to be quite fresh and too early to be 
quite final ; also, that it is inevitable that a work which is a series 
of utterances by different writers on different subjects has a 
somewhat jerky and uncomfortable effect on the mind of the 
reader. As an example, I may quote the following string of very 
interesting observations on the subject of war taxation : — 

“Professor Bieksee and Mr. F. W. Hirst believe that the nation is 
better able to bear heavy taxation during a war than ddring the years 
immediately following the conclusion of peace, although the Professor 
assumes^ that the taxation is 4 intelligently applied, so as to hit those who 
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are benefiting financially from the war.’ Professor Boyd Dawkins also 
writes in support of immediate taxation, and urges that special imposts 
should be levied upon war profits. Sir Edward Brabrook is inclined to 
recommend further taxation, but regards the question as one of the greatest 
difficulty : ‘ The test of the propriety of taxation is the ability of the 
community to bear it, i.e., to bear it without sacrificing all that makes life 
endurable.’ ... • * 

“ Professor Dicksee agrees with other correspondents in holding that 
‘ public economy in time of peace is the best possible way of providing a 
financial reserve against time of war.’ He continues: ‘At the risk of 
embarking upon political rather than economic issues, I should like to put 
forward the view that we are now being called upon Kb pay for the experi- 
ments of politicians in social reform during the past ten years. The need 
for both public and private economy is fairly obvious; but public economy 
has been rendered difficult by the enormous increase in the number of 
officials employed by Government Departments and local authorities, while 
private economy is rendered difficult by the heavy taxation — even on a 
peace footing — of the well-to-do classes, and by the general trend of 
legislation which seems to have been specially designed to discourage 
thrift.’ . . . 

“ Professor Bastable, who has composed his memorandum after reading 
those written by the other contributors, thinks that the proportion of the 
tax contribution to the wars of 1793-1815 has been over-estimated. 

‘ Instead,’ he writes, 1 of one-half of the cost having been met by taxation, 
the fact seems to be that little more than one-fourth of the war expenditure 
was so provided. . . . The financial management of the Crimean War 
(which was more in the hands of Cornewall Lewis than in those of Glad- 
stone) was more satisfactory. More than half of the cost was met out of 
tax revenue (£38,000,000 out of the total of £70,000,000), which showed a 
marked contrast with the French policy in the same war.’ . . . 

‘“If £2,000,000,000 be taken as an under-estimate of the national 
income, and if we take the view of those financial writers who hold that 
under emergency»prcssure 25 per cent, of this income could bo secured for 
the State, it follows that for a limited period of strain £500,000,000 would 
be the available tax revenue. Bearing in mind the possibility of very large 
economies on the normal peace outlay, it seems as if vigorous financial 
administration, sparing no special interests or classes, would supply over 
£300,000,000 for each year of a limited war period. The tax revenue, just 
indicated as possible, has evidently to be supplemented by the use of loans. 
It is, or ought to be, recognised that there are largo funds which cannot 
be brought in by the pressure of the tax-collector, but which will flow into 
the Exchequer if the inducement of adequate intorest is afforded. We 
may, perhaps, assume that by this means an amount equal to that gained 
from taxation is obtainable, year by year, for a war period of several years. 
The compulsory contribution of the taxpayer is balanced by the voluntary 
payments of tho saving class. 

“ ‘ The general result of the foregoing estimate shows an annual fun<f 
of over £700,000,000 available for tho cost of war. Taking the total of this 
cost as approximating towards £1,000,000,000, there^ remains a sum of over 
£250,000,000 to be supplied, and here tho use of an external loan is mani- 
festly prescribed.” 

It sounds like a very long while ago when we find the total cost 
of the war spoken of as “approximating toward* ;£!, (5^0,000, 000 
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s>r year n ; and I suspect that Professor BastabJe has Already recon - 
sidered his conviction that “productiveness is, the one great 
criterion of war taxes. ” It is now evident, I vetfture to think, 
that, owing to the paradoxical results of our war finance, which 
has produced an orgy of whole-hearted extravagance in most 
classes of the community, it is in these days quite as much the 
business of the tax-gatherer to check .consumption as to raise 
revenue ; that whichever he does he is doing good work, and 
that consequently it is difficult to tax, both directly and indirectly, 
too high as long* as the “still discordant wavering multitude ” 
does not become restive. This it shows no sign t whatever of 
doing as l©ng as the. burden of taxation is equitably apportioned. 

On the subject of the need for economy, the following passage 
preaches a doctrine which is slowly gaining ground among the 
few people who have time to think about the matter : — 

“ Tlio creation of credit has been necessarily profuse, one might almost 
say necessarily reckless, in this country during the war; wages and prices 
are on a war basis which can admittedly be only temporary. The result is 
inflation, which, in the opinion of many, is reflected in an unfavourable 
rate of exchange. What is to be the remedy? Let us turn back to our 
summary of the factors which determine Uhe level of exchange rates. r . . . 
The interest on debts due from abroad will certainly decline rather than 
increase during the war, and the withdrawal of men from industry for 
military purposes prevents any increase in the volume of our services to 
other nations. The shipment of gold provides a possible palliative for an 
unfavourable rate, and the criticism is often hoard that gold reserves are 
valueless unless use is made of them. In the present caso, however, we are 
confronted with the difficulty that our %tock of gold is wholly inadequate 
to maintain exchange rates, and that America, to which country most of 
the gold exported would find its way, has ample supplies of the metal. 
Mr. Metz, indeed, argues that the export of gold, the sale of securities, and 
the creation of credits* all ‘ suffer from the same evil, that they can be 
applied only once, and that, once availed of, they weaken rather than 
strengthen the situation.’ . . . -.>! 

u Gold exports, therefore, cannot be relied upon as a permanent way 
out of our difficulty, and the loss of our small stock might have serious 
rosults^ in weakening confidence both here and abroad. . . . The trade 
balance may be permanently affected by the discouragement of imports 
into this country, by the encouragement of exports, by increased economy 
*>f consumption, and by taxation. . . . 

' “'&i all these directions something has been done by exhortation in the 
, speeches of Cabinet Ministers and from the pulpit, but it may be doubted 
*#hether such exhortations have had any but the most superficial effect, nor 
are they likely to touch more than the fringe of the question. Action of a 
m#re direct kind is needed, and such action is not likely to meet with 
insuperable obstacles. Economy should be enforced as well as preached, 
ahd the lesson should be easier in that Geripany has already set an examplo 
to the whole world. But when all these palliatives and remedies have been 
adopted, thpre is little doubt .thaff there will remain a great deal to be done, 
and our Weapon ^ for this purppse must be the raising of credits abroad. 
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Here, again, th$ difficulties are merely difficulties of detail and procedure, 
for no one doubts that the British Government could raise money in the 

United States on, favourable terms / ' 

j i j* 

I'here may be more than one opinion as to how far the con- 
ditions of the Anglo-French loan bear out this confident forecast. 
At least it is clear that, in ?ie\v of war’s accidents, the less we 
rely on raising credits abroad the more secure will our financial 
staying power be. 

There is much interesting matter on the subject of the first 
shock of crisis at the beginning of the war and the measures taken 
to deal with them. These measures are weighed in the balance 
and found wanting, in the following terms, apparently by Mr. 

A. H. Gibson * 

“ The measures enumerated above restored confidence among the banks, 
who had standing over them the "possibility of a general run from their 
depositors at a time when they were unable to convert any large part of 
their resources into legal tender currency. For the rapid restoration of 
confidence among the banks the Government measures must be considered 
as having been very effective. • 

“In the absence of legislation providing that banking deposits over a 
certain amount should not be withdrawable without a certain notice first 
beftig given by the depositor, some measures of protection to banks were 
necessary in order to restore confidence among the banks. So far as the 
public were concerned, the experience of the banks has since shown that 
the protective measures enumerated were unnecessary. If there had been 
no extension of the Bank Holiday, and the banks had not refused to pa}' out 
gold to their depositors in the ordinary course of business, there is no reason 
to think that gold withdrawals from the banks would have been on a very 
abnormal scale. There would possibly have been a few extra millions paid 
out during August, Jbut the drain could easily have been met without much 
effect on current stocks/’ 

On the industrial side of war’s economic problems the interest- 
ing conclusion was arrived at, by the authorities assembled at the 
British Association, that it is n^t true, except in exceptional cases 
and to a small extent, that women have replaced men “in the 
sense that they are now doing processes which before the war 
were done by men.” This view is so contrary to the general 
belief that it may be as well to give the reasoning by which* 
it was arrived at : — 

“The nature of the demands arising out of the war must have an important 
bearing upon the kind of labour required. A large part of the Government 1 * 
demand for goods is in those branches of trades in which a larger proportion 
of women is employed than in the trade as a whole. A good example •#&> 
this is the tailoring trade, which normally employs sdlnething like 180,000 
women, together with a large casual fringe of women who come into the' 
trade in times of seasonal pressure. . . . The great increase of women’s 
employment in the leather trade owing to the 3 tfar has, to a certain extent, 
been in the lighter accoutrement branches on* processes nc^mally '«Jone by 
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women; while in the boot and shoo^branch there has actually been a replace- 
ment of women by men owing to the heavier nature of the work required 
in the military than in the civilian boot. 

“A considerable part of tho Government demand is also in trades, e.g., 
the munition branches of the engineering and metal trades, in which a large 
proportion of semi-skilled or unskilled female labour can be absorbed, 
especially in such exceptional processes as the filling of shells, and in which 
after the war the demand will decline. 

“From the above considerations it will be seen that much of the extension 
of women's employment daring the war in industry proper is in work which 
is normally done by women and in which the necessities of war have created 
an unprecedented demand. Other work now done by women is exceptional 
ivork which will decline with the advent of peace. But a survey of the 
whole field suggests that owing to the installation of special plant the pro- 
portion of^woman labour may be affected .” ‘ 

1 must end a review which has, inevitably and beneficially, 
consisted largely of quotations, by congratulating the editor of 
the book on a highly successful performance of a very difficult task. 

Hartley Withers 


English Railways: Their Development and their Relation to^ihe 
State. By Edward Cleveland-Stevens, M.A. (London : 
Routledge, 1915. Pp. xvi + 332, with maps. Price 6s. net.) 

One ea,:$ lirfrdlj^; think even the universal lassitude likely 
to prevail &t the end of the war can cause English railways abso- 
lutely to revert to the status quo ante. Eor though the external 
fabric of our railways has remained unaltered, their change of status 
has actually been greater than is the case either in France or 
Germany. In other countries the constitutional and financial 
Status of the railways remains unaltered. Though a military 
control has been superimposed, the railroad undertakings still 
render accounts and receive payments for military transport 
according to the established scale. Here, on the other hand, the 
huge serviced performed by our railways for the War Office and 
the Admiralty are rendered without charge, with no accounting 
record, while the rest of the traffic is worked by the companies 
as mere agents of the Government. If that traffic, after payment 
of expenses, including interest and dividends on the pre-war 
scale, leaves a profit, the profit accrues to the Government ; if a 
loss, the Government meets it. Such a revolution must surely 
leave its mark oir future history. 

And if, alter the war, there is to be an era of reconstruction in 
railway affairs, it would seem obvious that a work such as Mr. 
Cleveland-Stevens* will be of the utmost value. One cannot, of 
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course, be sure, for our English policy in railway matters has con- 
sistently been not “more light” but “as little light as possible.” 
For instance, since the war began all railways accounts and 
statistics have been absolutely suppressed. It cannot be that the 
materials are not in existence. It can hardly be that the Censor has 
interfered, seeing that the Norfhern Railway of France, which 
works up to the actual battle front, and many of whose lines are 
actually in enemy occupation, has published its annual report for 
1914 with its accustomed figures in their usual fulness. Still, seeing 
that the railway question has to be dealt with, jmd seeing that 
there are advantages in dealing with it in the light of knowledge 
and experience rather tlian*by guesswork in the dark, there can 
be no doubt of the value of the guidance furnished by Mr. 
Stevens’ careful and laborious work. It has certainly deserved 
— as the title-page informs us it has received — approval 
as a thesis for the degree of Doctor of Science (Economics) 
in the University of London. 

Mr. Stevens — who adds, though he does not mention.it, to his 
other qualifications not only the fact that he is a barrister, but 
also that he has a hereditary connection with the men who have 
made the history that he narrates — has traced the grow T th of the 
English railway system from the days of the tiny lines, the Surrey 
Iron Railway, the Leigh and Bolton, the Bodmin and Wade- 
bridge— days when a company with a line 100 miles long was 
a triton among minnows — dow T n to the time when the whole 
country is practically parcelled out among a dozen great under- 
takings.' . 

By the way, it is a curious thing that, at the very time that 
Parliament was passing Acts by the score for the amalgamation 
of turnpike trusts, mainly because they were too small for good 
management, it should have encouraged the growth of petty 
separate railway undertakings. For it would seem that the 
arguments which tell in favour of the large size of undertakings 
concerned merely with road maintenance, apply d fortiori to 
undertakings responsible not only for the maintenance of the 
road, but for the actual operation of the traffic thereon. 

Mr. Stevens does not confine himself to the relationships of 
the companies inter sc. A large part of his work is devoted to the 
action of Parliament, both in the House itself and in the Com- 
mittee rooms upstairs. Certainly it cannot be claimed that 
these proceedings are a good illustration of the Wisdom of Parlia- 
ment. One cannot criticise the policy, for policy was conspicuous 
by its absence. Competition is a policy. Monopoly is a policy. 
No. 101. — VOL. XXVI G \ 
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But Parliament has been oscillating between the two and attempt- 
ing unsuccessfully to amalgamate fire and water for the last seventy 
years. It has been quite possible in the past — it may bo again 
possible in the future, should a new race of promoters come 
forward — for two Committees in adjoining rooms, the one to 
accept, the other to reject, a Bitf for a new railway for the 
precisely similar reason that it induces new competition. But we 
are hardly likely to see a new era of competition. The present 
writer entirely agrees with Mr. Stevens that competition is dead, 
and that amalgamation, whose history lie has traced down to the 
end of last century, must inevitably be carried farther in the 
near future. He agrees equally with the author who says, quoting 
Sir George Gibb, “Throughout the history of the English rail- 
ways . . . Parliament has failed to devise a comprehensive 
scheme. ‘ The control under the system of Private Bill legisla- 
tion . . . has been mainly negative ; never constructive . . . 
Private interests have been protected, but the general interest has 
in the mMn been ignored / ” He agrees still more with the final 
conclusions of the book : — 

“Whatever the future may bring, a strong, continuous, 
certain, comprehensive policy of State control must be evolved, 
and the outstanding lesson to be drawn from the history of 
English railways is the danger of entrusting control to the Legis- 
lature. The central problem, whether the railways remain in 
private hands or be taken over by the State, is the creation of a 
permanent Board of Control, and one as far removed as is possible 
from the interference of Parliament /’ 

If it could be hoped that our legislators would read Mr. 
Stevens’ book and learn from it, perhaps we might see these con- 
clusions, which are forced upon anyone who reads the history of 
the past, put into practice by appropriate legislation. As that is 
hardly to be expected, we must be content to thank Mr. Stevens 
for a work that students at least will know how to appreciate, and 
which is in the scanty collection of English railway literature one 
of the very few books entitled to be regarded as of permanent 
value. 

It should be noted that by an unfortunate misprint, for which 
the author, who is, we believe, now serving his country elsewhere, 
can hardly be held responsible, the map facing the frontispiece, 
which in fact gives the “ System of Railways under the control of 
the principal Railway Companies ” in LS72, is represented as 
referring to the situation of things, to-day. 


W. M. Acworth 



1916] INGRAM : A HISTORY OP POLITICAL ECONOMY 


83 


A History of Political Economy. By John Kells Ingram, LL.D. 

New and enlarged edition, wii.li a Supplementary Chapter by 

William A. Scott, LIj.D., and an Introduction by Richard T. 

Ely, LL.D. (London : A. and C. Black. 1915. Pp. xix-f 

315.) ' 1 

In this re-issue of* a well-known book there are two fresh 
features. One can be described as the judicial estimate formed 
by an experienced admirer of the position taken by t^ie author in the 
development of those studies of which his History was the record, 
and the other ts the continuation to the present date by a com- 
petent successor of the narrative there unfolded. No other 
change, we believe, has been made in the text of the work. The 
generous tribute offered by Professor Ely in his suggestive Intro- 
duction to Ingram’s learning and ability is deserved, and his 
influence on Economics is felicitously linked by his eulogist with a 
“broadening” of its “scope.” The famous Dublin address of 
1878, indeed, on the “position . and prospects” of economic study, 
were it delivered to-day, might meet as a matter of course in many 
respects with quiet instinctive approval from a majority of 
listeners. A generation ago it was intended and received as the 
defiant challenge of a pioneer of revolution. The subsequent lapse 
of time, in fact, has also corrected an extravagance, both of blame 
and praise, into which the speaker was betrayed in that discourse ; 
and Pr. Ely notes this important qualifying circumstance. Rome 
readjustment of emphasis, he shows, is now demanded. Ingram’s 
bias towards Comtism was no less evident in the elaborate article 
in the Encyclopaedia Britannica, which, published afterwards as 
a book, became the useful History repeatedly consulted since by 
grateful British students. Few of them, \vc arc sure, would 
dissent from the final verdict of the American professor that here, 
too, he “helped to advance Economics by bringing the economic 
thought of England out of certain unfortunate narrowness and 
isolation.” It is, indeed, a happy, significant coincidence that, at 
Professor Taussig’s suggestion, the article was printed separately 
in the United States for the use of students before it appeared on 
this side of the Atlantic in book form, and that to the co-operation 
of two American professors, both hailing from Wisconsin 
University, we owe the present enlarged edition. In Professor 
Scott’s Supplementary Chapter the task, by n<5 means easy to 
discharge with satisfaction, of appraising w T riters, many of whom 
are still alive, has been attempted ; but, so far as we can judge, 
while rightly emulating the comprehensiveness of his exemplar, he 
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has reached a higher level of impartiality. Perhaps, however, he 
has given too much prominence to the Austrians, and the chapter, 
preceding instead. of following, Ingram’s own “Conclusion,” is, 
we feel, in spite of Dr. Scott’s excuses, misplaced. , 

For, as he frankly acknowledges, some of the particular observa- 
tions advanced in it have become superfluous, and Ingram’s 
general attitude seems now inopportune and an liquated. We are 
invited to return to an atmosphere with which we had grown 
unfamiliar, and the embers of extinguished controversy are, to no 
beneficial purpose, stirred afresh. Of the History, too, as a whole, 
it must be admitted that since its original publication much has 
happened to affect its place on the' shelves of an economist’s 
library. It is relatively less indispensable than it was, although 
as a book of convenient reference it seems likely to retain some 
absolute utility. But in the United State's Professor Haney’s 
able History of Economic Thought , and in France the excellent 
Histoire dcs Doctrines Kconomiqucs of MM. Gidc and Bist, of 
which an ‘English translation has recently been made, are formid- 
able claimants for the high position once held, almost without a 
challenge, by Ingram’s book. There were, of course, earlier com- 
petitors, free, like the later treatises we have mentioned, from 
the special bias of that work. But, for comprehensiveness of 
range, for combined largeness and exactitude of erudition, for 
the lucid, masterly summary of the distinctive views, both of the 
famous and of less known writers in different countries of the 
world, it secured, and for long ] reserved, a marked superiority 
over rivals. For the arrangement, mainly chronological, which 
Ingram adopted, it should be noted that Professor Haney and 
MM. Gide and Itist have substituted a classification of groups, 
distributed by a significant coincidence along similar lines. This 
treatment fixes perhaps a more permanent impression on the 
memory of the student than an order of time, and it lends force 
to the stimulating notion of an inevitable development. But, 
pressed too far or followed too rigidly, the arrangement becomes 
inept and artificial ; and Ingram’s notice of the origins and early 
stages in the growth of economic speculation and inquiry was 
perhaps more close and full, while in his account of later phases 
he did not ignore the powerful aid given to clear comprehension 
by appropriate grouping into schools as well as periods. His 
Positivist trend w/is of course conspicuous. The test of conformity 
to special prepossessions was applied with obvious lack of propor- 
tion, and no opportunity was missed of introducing, emphasising, 
and approving Comte’s peculiar views on the defects of political 
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economy as taught by his unenlightened predecessors or 
obscurantist contemporaries, and his dogmatic declaration of the 
indispensable conditions of its possible or pr Stable study in the 
future* was endorsed. Yet,* when allowance had been made for 
this distraction, the reader could consult the History in the justi- 
fied assurance that each author’s contribution would be adequately 
stated and candidly expressed ; and the enthusiastic ardour of an 
avowed friend or foe may be allowed to compensate for the colour- 
less detachment which should characterise the impartial judge. 
We must accept the pardonable defects with the admired qualities 
of a writer; a«d we are sinperely grateful for the pious loyalty to 
an attractive figure, distinguished in other departments of study 
besides Economics, which has prompted this enriched edition of an 
economic treatise of established and deserved repute. 

L. L. Price 


Khozyaislvo I Tsena (Economy and Price). By Peter Struve. 

(St. Petersburg-Moscow, 1913.) First Part. 

Professor Struve, in the preface to the first part of this most 
interesting and highly important work, informs the reader that the 
second part is already written, that some part of it is in the hands 
of the printers, and “if health will allow,” will very soon follow 
the first part. We have therefore somewhat delayed our review 
in order that we» might present it when the work is completed. 
However, the w T ar seems io have interfered very much with the 
scientific work of Professor Struve, who is not only a professor of 
jxditical economy, but also a prominent political writer and public 
man, and has taken an active part in the defence of his country. 
We decided, therefore, not to wait longer, but give meanwhile a 
brief review of the first part. 

Professor Struve divides his book into two sections, which are 
preceded by an Introduction. The Introduction and the first 
section, as well as the first chapter of Section II., may be 
designated as theoretical, and the rest of the book as historical. 

Now what are the theoretical discoveries of Professor Struve 
concerning value and price? Briefly this, that value is an 
economic superstition, something like the doctrine of “original 
sin.” Professor Struve seems to lay very great stress on this 
analogy between the Marxian theory of value and the teaching 
of Thomas Aquinas, Anselm of Canterbury, and other theologians. 
Ho gives quotations from all of them, showing that bt)th parties — 
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Karl Marx and the scholastic theologians — accept abstract con- 
ceptions as realities. 

Just as the theologians of the Middle Ages gave to sin a 
meaning of a separate existence living in the body of man,’ so has 
the economic school of labour givep to value a separate existence 
dwelling in commodities. And in the same way as scholastic 
writers made men’s actions dependent on original sin, so, accord- 
ing to Marx, “empirical ” prices are “governed” by the law of 
value, and, so £o speak, derive their existence from the “sub- 
stance of value.” 

Professor Struve is, however, not only flogging *the dead horse 
of the Marxian theory of value, but also the psychological or sub- 
jective school. Jt is true he does not devote any space in his 
book to denouncing the subjective or utility theory of value as 
he does the labour school, against which he directs all bis shafts. 
But his general arguments against the conception of value as 
against scholastic “universalia in re” comprise also the later 
theories, and he makes no exception when he says : “Value both 
as a substance and as a ‘ universale ’ of price is a conception 
which is useless for learning the empirical facts of the derivation 
of price. It is nothing but a metaphysical hypothesis which has 
no application in science.” 

That is, according to Professor Struve, prices do not dejDend 
on value, but the latter derives its existence from prices. It is 
only a statistical result, which is based, however, not on an arith- 
metical or geometric mean ; neither is it a central quantity 
(median) nor a quantity of most frequency (mode). It is only 
an “isolated estimate,” which is more or less a mode. 

The “estimate” of which Professor Struve speaks is thus not 
a subjective valuation, but an objective one. It results not from 
the standpoint of personal wants, tastes, interests, or opinions of 
the buyer or seller, but from the standpoint of general opinion. 
It is the valuation as done by an expert. It is only an expression 
of “a general estimate.” 

So far, so good, but the following lines which Professor Struve 
adds in elaboration of his theory leave us quite confused : “ Such 
a valuation cannot be the primary element in price,” says Professor 
Struve on page 94. “To arrive at such a valuation one must first 
obtain a considerable amount of subjective estimates which have 
already taken the form of prices.” 

But if prices are the realisation .of “subjective” estimates then 
the theory of subjective values is quite right in ascribing to the 
personal wants, tastes, &c., the elements of prices. 
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Generally speaking, the whole theory of value as propounded 
by Professor Struve leaves us very much perplexed and confused. 
Having annihilated value as a conception wHch, as we have been 
used fo understand, precede’ 1 !! price, he does not tell us what price 
is and on what it is based. labour and subjective or psycho- 
logical elements are not to be counted as elements of price, what 
then is it that makes one pay so much and no more or less? And 
if, on the contrary, these elements do enter into prices as the 
basis, then Professor Struve’s whole theory is but a play of words. 

We must, therefore, trust that having done away in the first 
part of his book with value. as with “a useless thing for the study 
of prices,” Professor Struve will explain to what he means by 
“ prices” in the second forthcoming part of his Economy and 
Value . 

Anyhow, in rejecting any theory of value as useless for the 
tjicory of prices, Professor Struve turns to the study of prices 
themselves in their historical aspect in trying to define the relation 
between free market prices and “normal prices,” that is, prices 
fixed by governments, municipalities, guilds, or other adminis- 
trative agencies. In this study, which is a most learned one, 
Professor Struve comes to the conclusion that “free” prices 
precede “fixed” ones, which conclusion, as he himself points out, 
is contrary to the existing view of some German economists like 
Simmel, von Gbmbrv, and others. 

Tn the theoretical part of lus book Professor Struve tries also 
to establish new definitions, or, to be more exact, a new classifica- 
tion of forms of economy. He seems very anxious that students 
of political economy should not mix up society with economy 
(or economical autonomy), that is, sociological categories with 
economic ones. For this purpose he gives a new definition of 
economies which, according to him, may manifest themselves in 
the three, following forms : First, they may be a conjunction of 
single autonomic economies which are not in reciprocal action ; 
second, they may constitute a system of mutually reacting 
economies ; and, third, society as an individual economy which 
may be realised in a collectivfst. state. 

Professor Manuilov, in the Russian monthly, Vestnik Evropi 
(October, 1913), has already pointed out that there is really no 
need for any new definitions or classifications, as no economist of 
repute could possibly mix up social phenomena with purely 
economic ones. Besides, Professor Struve’s classification by 
itself raises rather some difficulties for a clear understanding of 
the real difference between the various forms of economies and 
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social activities. Still, Professor Manuilov admits the importance 
of further insisting in science on the separation between social 
and economic phenomena. 

It is, however, worth noticing the opinion of Professor Struve 
concerning a socialistic state of society. According to him there 
are at present no data to judge whether collectivism will restrict 
individual liberty or broaden its basis. Logically it is possible 
that liberty will increase, but all depends on the nature of the 
psychology that^will arise on the basis of relations between the 
economic autonomy of the state and other forms of self-conscious- 
ness. “This,” says Professor Struve, “can be completely decided 
only by social experience. That is to say, only the real existence 
of collectivism will prove the expediency or otherwise of such a 
social organisation.” 

In conclusion we must say that, had Professor Struve not been 
so learned, his book would certainly have gained very much. We 
should then have been spared a mountain of quotations and refer- 
ences which add neither strength nor lucidity to the general argu- 
ments of the book. The digressions would not carry us so far 
away as the study of forestry and theology, and, what is still 
more important, we should then have more of Professor Struve 
himself, who has much of his own to say. 

Semen Bapoport 


Wirl'iing dcr Dcutschen Sozialversicherung . Mit Nachtrag : Die 
Sozialrcrsieherung und der jelzige Kricg . By Dr. Friedrich 
Zahn. (Munich: J. Schweitzer Verlag. 1915. Pp. 116.) 

The German system of social insurance has served as a model 
and a basis for so many social insurance schemes (including our 
own) that a survey of its effects on all the factors concerned 
should serve ,a useful purpose. Dr. Zahn has provided such a 
review in his article in the Allgcmcines 81 (Tti stitches Archiv, 
which is printed at the same time as a booklet, and if it is some- 
what brief it offers the compensation of being comprehensive. 
The effects of German social insurance are considered as they 
touch (1) working people, (2) employers, and (3) the State ; and 
the great value of the dissertation consists in the numerous useful 
statistical tables that Dr. Zahn presents. 

Dr. Zahn is a great believer in Hie beneficial results of 
insurance ; he regards the outlay of each of the participants not 
as a burden, but as a sort of investment, the result of which is 
to increase tRe health of the working classes and lengthen life — 
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a result which is clearly good for the social system as a whole. 
The workers themselves are healthier and happier; and the 
assurance that their weekly contributions make provision for dark 
days ft a source of mental comfort. The net result is greater 
efficiency and increased production. These truisms Dr. Zahn 
illustrates illuminatingly in his tables. He maintains the thesis 
that Germany has so successfully maintained her military position 
in the war up to the present not only because she had nwde her 
military preparations, but also on account of her economic, finan- 
cial, and intellectual preparedness, and in the lalfter a prominent 
part was played by social insurance. 

Dr. Zahn claims that ttiough organised feu* peace conditions, 
German social insurance has been able successfully to adapt 
itself to the new war requirements. To the unprejudiced observer 
the statement of his case hardly warrants the somewhat exces- 
sive praise meted out to the system. It appears to have done 
the obvious things in the circumstances — no more. However, 
Dr. Zahn is not polemical in his Appendix, which deals with the 
effects of the war on the German social insurance scheme. lie 
keeps strictly to his subject, and indeed he welcomes — it must 
l)e confessed, in the pre-war article — the gradual growth of 
uniform international labour laws as contributing to international 
understandings. One cannot help wondering what will happen 
to these international understandings now. In any event, l)r. 
Zahn prophesies the extension of social insurance schemes after 
the war every when', and those who desire to prepare for their 
working cannot tlo better than refer to l>r. Zalin’s pages for a 
very competent statistical review of the past working of one of 
the oldest schemes. 

M. Epstein 


Ei n homm e n s letter p flick t u rid Ein Icom m e ns t encrv cry. nlctg n 1 1 g ini 
Kriegc. By Dr. G. Strutz. (Berlin: Julius Springer. 
1915. Pp. iv + 75.) 

Die Einwirkung des Krieges auf die direkten Stcuern im 
Konigreiche Sachsen . By Dr. W. Ivaufmann. (Leipzig : 
Arthur Bossberg. 1915. Pp. 44.) 

If there should be any Prussian man or woman who imagines 
that in war-time there is no need to pay income-tax, the more so 
as incomes in war-time are very uncertain, Dr. Strutz is at pains 
to make clear that such is not the case and to elaborate the 
Prussian legal practice on the subject. Dr. Kaufmann dc$s the 
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same for Saxony, much more briefly. Neither book is of any very 
great interest to the student of general finance ; neither says a 
word about the prevailing deficits in the Imperial, federal State 
and municipal budgets in Germany which the financial history of 
1915 has already recorded. Anyhow, out of the midst of much 
legal phraseology it appears that a tax-payer called to the colours 
is ipso facto no longer liable to direct taxation. 

M. Epstein 


Practicable Socialism: New Scries.* By Canon 'Barnett (the 
late) and Mrs. S. A. Barnett. (Longmans, Green & Co. 
1915. Bp. xi + 338. Price6s.net.) 

A better title might perhaps have been chosen for this 
volume. “Practicable Socialism” seems to suggest somewhat 
more than the book contains, and those who turn to it expecting 
to find Socialism scientifically treated, or some complete scheme 
for social and industrial reorganisation, will be disappointed. 

The book consists of thirty-four papers and articles, ranging 
over the thirty years from 1883 to 1913. The great majority are 
reprinted from The Contemporary Review , The Nineteenth 
Century and After , The Westminster Gazette , and other 
periodicals and newspapers. Nine of them are by Mrs. Barnett, 
who in her Introduction explains that the principle followed with 
regard to all the papers “has been to print those which deal with 
reforms yet w aiting to be fully accomplished ”-*• a plan to which, 
however, she has not kept very closely. The articles are grouped 
in six sections, under the heads of Religion, Recreation, Settle- 
ments, Loverly and Labour, Social Service, and Education ; and 
they therefore deal with a great variety of topics. There are, 
for instance, articles on “Cathedral Reform,” “The Children’s 
Country IToJiday Fund,” “Town-planning,” “The Mission of 
Music,” “Oxford University and the Working People,” “Univer- 
sity Settlements,” “Charity,” “Poor Law Reform,” and so on. 

Although the book as a whole is of considerable general 
interest, there are only certain parts of it which will make 
any special appeal to economists qud economists, and many 
of the articles, though admirably adapted to the purpose for 
which they werq, written, are very slight, and we should have 
thought hardly worth reprinting. Perhaps one of the best, from 
the economist’s point of view, is the article which originally 
appeared in The Nineteenth Century and After for February, 
1913,0 on “©ur Present Discontents,” in which Canon Barnett 
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goes straight to the heart of the question when he points out 
that the cause of working-class discontent is poverty, that poverty 
does not. mean destitution, and that the cum of destitution is no 
remetfy for discontent. He does not appear to lay quite sufficient 
stress on the want of freedom .and the want of responsibility in 
industry as causes of discontent, nor does he mention the fact 
that more leisure, as .well as increased wages, is a crying need of 
the poor— a point on which he felt strongly, however, for in 
another paper he writes : — “There is a call for another Charles 
Booth, to make an inquiry into ‘ the life am? leisure of the 
people,’ which might be as epoch-making as that into ‘ the life 
and labour of the people ’ ” (p. 88). 

The hook is not well arranged, for there is a good deal of 
overlapping with regard to the six sections, and it is difficult to 
discover that any method at all has been adopted with regard to 
arrangement within the sections themselves. Why, for instance, 
to take only one example, should not the three articles on Poor 
Law Beforrn in the section on Poverty and Labour, dll written 
in 1909, have been placed together, instead of being scattered 
about, without reference to their chronological order, amongst 
other articles on different subjects? 

Though many of the papers are rather slight, and while some 
of them may not be of very great interest to those outside the 
wide circle of the late Canon Barnett’s personal friends, the book 
is a striking record of the ideas and aspirations which have lain 
behind the disinterested work carried on by the authors in East 
London for so many years, and it is full of wise sayings upon 
many social problems, which should appeal to all who care for 
the causes to which Canon and Mrs. Barnett have devoted their 
lives. 


H. Sanderson Burnish 
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Friedrich 'List : The Prophet of the New Germany. 

Friedrich Jyist als Prophet dcs neuen Deutschland. By Karl 

Kumpmann. (Tubingen : J. V. B. Mohr (Paul Siebeck). 
1915. Pp. iii + 52.) 

“A prophet is not without honour, but in his own country, 
and among his own kin, and in his own house ” (Mark vi., 4), 
would have been a good text lor Dr. Kumpmann ’s sermon, had 
not the fashion for quoting Scripture gone out in Germany in 
these latter days. In a bibliographical note at the end of his 
pamphlet the author remarks that the List literature is amazingly 
poor, and (we might add) especially considering the vast amount 
of labour spent by German writers on economists many classes 
below List in reputation. 11 is friend, Ludwig Iliiusser, published 
(1850-1) his principal works in three volumes with Life, but 
the promised supplement of the smaller works of List never 
materialised. An occasional essay in an economic journal or 
dictionary and a place in histories of political economy only served 
to show how little the prophet was honoured in his own Father- 
land. There is no work, says Dr. Kumpmann, which does justice 
to the higher claims of List. “The best critical estimate of his 
work is by the Frenchman, Rist” (in the History of Economic 
Doctrines , by Gide and Rist). Dr. Kumpmann does not refer 
to the appreciation of the work of List in America and in England, 
though the excellent work of Miss Margaret Hirst ( Life of List 
with Selections from his Writings) ought to have appealed to 
him if only for the very full bibliography. 

Dr. Kumpmann himself has no doubt regarding the greatness 
of his prophet. In the very first sentence he declares that 
Friedrich List is the most important political economist that 
Germany has produced, and in the last sentence he expresses the 
fervent hope that his study may help to call attention to the 
great master. List showed real original power of the first order 
on two sides. In the first place, he put in proper perspective the 
importance of the mental capital of the race as contrasted with 
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the accumulation of material values. The following sentence is 
one of his key-positions and is of special interest at the present 
time : — “The power of producing wealth is therefore infinitely 
more important than wealth itself ; it ensures not only the posses- 
sion of what has been gained, but also the replacement of what 
has been lost.” What is the Organisation of which we now hear 
so much as the foundation of Germany’s strength but a striking 
illustration of this foundational idea of List? It is from this 
standpoint that List treated the controversy between Protection 
and Free Trade. According to List, neither system is an end 
in itself, but pimply a means to achieve a certain end, namely, 
the greatest development of productive power. # Protective duties 
were only justifiable as educative taxes. It is this part of the 
teaching of List which has attracted most attention in English- 
speaking countries, partly owing to the similarity of the thought 
to that developed by Henry Carey. 1 

It is, however, to another side of the genius of List that Dr. 
Kumpmann has devoted his inquiry. List was not - only an 
economist, but a political economist, and the principal implication 
that he made of his economic principles was to the case of the 
development of Greater Germany. Of this development he was 
the great prophet and, up to a point, the true piophet. The 
keenness of his vision can only be realised hv calling to mind the 
old Germany of the many states and the many lax systems, and 
comparing with it the Germany of July, 1914. It was in 1819 
that List adumbrated his scheme for a Xollvercin between the 
various German taxing powers. At that time Prussia alone had 
within its boundaries sixty-seven tariffs, levied according to 
districts, some on persons and some on things. Taxes on 2,775 
articles were collected by an army of 8,000 officials. 2 The other 
states and cities were equally afflicted. No wonder that in those 
days List was a Free Trader. The wonder is that he did not 
regard as Utopian the establishment of internal Free Trade in 
Germany — as Adam Smith himself looked on the # like case in 
England. 

But the internal economic development of Germany was only 
the beginning of the vision. List set up a political programme 
which was partly realised by Bismarck — the practical statesman, 
as Dr. Kumpmann observes, who was the fulfiller of so much 

1 The present reviewer has dealt mainly with this side of List’s writings in the 
Introductory essay to the new edition of Lloyd’s translation of the National 
System (Longmans, 1904). Cf. also The Neutrality of the United States (1915) (ch. 
iv. on tho Commercial Policy of Germany) on List’s wider views on the expansion 
of Germany. 

1 Life of List by Miss Hirst, p. 11. 



94 


THE ECONOMIC JOURNAL 


[MARCH 


of .List’s ideal. At the same time, we must recognise that with 
List the internal and the external development of Germany were 
inseparably joined together. 

Tn the far-off days before the war it was always an unexpected 
pleasure to find a German work in which clearness, proportion, 
and, above all, brevity were preferred to their opposites. Perhaps 
the highest praise we can offer to Dr. Kumpraann is that his 
pamphlet might have been thought out and written in French, 
such are its merits — such is its freedom from the besetting faults 
of his countrymfen. In a note of apology at the end he simply 
says that he has given no references, but that the reader will 
easily find the significant passages in the index to Hausser ! 
It is to be hoped so excellent an introduction without encum- 
brances to the real List may be translated into English. 

The first section of the pamphlet declares in no uncertain voice 
that List was a political thinker of the first rank born before his 
time — a prophet who knew that he w T as writing and agitating 
for the future. His ideas were so large that at first he was looked 
on merely as the maker of the project of an Empire, until the war 
of 1870-3 showed that tlic project was in process of becoming 
a reality. 

In a few lines a contrast is drawn between the old Germany 
into which List was born and the new Germany of which he was 
the forerunner. List was the great path-breaker in two directions 
which vil ally affected tlic internal development of Germany. His 
scheme (1819) for a Zollvcrein became a reality in 1831, and the 
next year is given as the date*of the beginnings of the German 
railway system. List looked oil the construction of railways and 
the furtherance of internal free trade a*s parts of the same 
economic policy. The Zollverein and railways have made modern 
Germany, and in both the chief builder was List. 

In the second section are brought out the leading ideas of List’s 
economic system. It is admitted that in his zeal for the exposure 
of the fallacies of “the school” he failed to distinguish between 
the real Adam Smith and the scholars who bad reduced the teach- 
ings of the master to a few simple dogmas. As the present writer 
lias shown elsewhere, most of the criticism of List as applied to 
the real Adam Smith is irrelevant. But even to-day, how many 
English people know more of the real Adam Smith than is con- 
tained in his saying that defence is of more importance than 
opulence? List, however, did not know or remember that Adam 
Smith had made this utterance. He looked on Adam Smith as 
a cosmopolitan, and he set up against him the National System 
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of Political Economy. Nationality was the first ground-thought 
of the new master. The second was the displacement of material 
capital (“fast-frozen labour-time,” as the German Socialists came 
to calt it) by living productive labour as the chief requisite of 
national power. Again, List forgot, if he ever knew, all that Adam 
Smith had written of the livirfg instrument as compared with 
the dead machine. T3ut the attack of List on “the school” was 
just and opportune, and his teaching was as much needed in 
England as in Germany. In the former country there were 
philosophers who looked for the natural disintegration of the 
British Empire, just as in the latter there were philosophers who 
could not imagine the integration of the German Empire. The 
nationality that List had in view was of the kind that has since 
come to be called Pan-German. The German race, in his 
opinion, w T as eminently fitted by iis natural qualities — a large 
number arc enumerated, including a great fund of “natural 
morality” — for entering the front rank as a world-power in the 
economic sense. 

In the third section the internal economic policy of List is 
sketched in “a couple of sentences because to-day it is common 
ground for all political parties in Germany.” And the first 
requisite — strange as it may seem to us — is, of all things, more 
freedom, and freedom in our English sense of the term, freedom 
of thought, freedom of the Press, freedom from the government, 
&c., “for without freedom there is no true Kultiir — no w T ell- 
founded polity.” flere it may be observed that List himself was 
an ardent admirer of the British constitution (notably, by the 
way, of trial by jury), and he looked forward to the growth of 
a German constitution on similar lines. 

The fourth section ostensibly deals with the Zollverein and 
the political unification of Gern any, but always w T ith the under- 
standing that united Germany is to take her proper place amongst 
the nations, internal union is only the first step to the assertion 
of Gen nan national power in the outer world. The prophet, in 
spite of his long residence in the United States of America, never 
thought of Germany as a republic, nor, on the other hand, as a 
despotism of the Bussian kind — a constitutional monarchy was 
his ideal, but [unfortunately], as he showed, this new birth of 
Germany was only to he expected from Prussia. The Prussian 
part of the prophecy was true enough, but in the meantime 
German constitutional freedom became an example of lucus a non. 

Sections 5 and 6, which, deal with the ideas of List on 
Germany as a world-power, are of the greatest interest at the 
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present time : but on so large a subject it is impossible to attempt 
further condensation than is effected by Dr. Kumpmann. 

The ground-thoughts are three, and the first is the develop- 
ment of the consular service. How much of the growth of 
German foreign trade has been due to the consular service we 
are only just beginning to realise. We are just beginning to learn 
that, even in war-time when we rule the seas, the capture of 
German trade means a far more effective consular service. One 
of the most important functions assigned by List to the consuls 
was to direct the stream of emigration from Germany, and the 
management of what we now call the peaceful penetration of 
every continent. His second ground-thought was precisely this 
peaceful penetration. Incidentally, List, does not approve of the 
principal emigration of Germans being to the United States. The 
absorbing power of the Slates is too effective. “There is not a 
German in the States whose grandson does not far prefer the 
English language to the German.” The third requisite for 
German world-power is a great fleet. This is a text that needs 
no comment. 

One of the most interesting parts of the work of List, and 
also of his latest expositor, is the consideration of the relations 
of Germany to other world-powers. List looked on France and 
Russia as the natural enemies of Germany — France on account 
of her restless militarism, and Russia through her instinctive 
striving for expansion. In fact, List saw in France and Russia 
separately what we now think we see combined in Germany. 

In the vision of List, as in the history of whjch it is a reflex, 
it is always England that plays the chief part. England, he 
thought, had gained the commercial supremacy of the world by 
that monopoly which Adam Smith called the great engine of the 
Mercantile System. England was ready to throw away the ladder 
of Protection when she no longer needed it, but she did not mean 
other nations % to follow in her steps. Universal Free Trade had 
become the 'English ideal only because at the stage she had 
reached it best suited her interests. List maintained that the 
other nations, and notably Germany, must follow the path of 
Protection until they were strong enough to roam at large under 
Free Trade. So far, German interests were economically opposed 
to those of England. England was looked on as always striving 
to keep down a rising rival. This idea of English policy is still 
dominant in Germany and is the main reason why the Germans 
think we manoeuvred to encircle, them with hostile warring 
nations. 
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But List the prophet looked to a more distant future. In the 
last scene of his vision he sees Germany and England as allies in 
world expansion. Germany will assume the protectorate of 
Turkey, but will thereby act as guardian of British communica- 
tions with the East. The southeastern expansion of Germany 
was not approved by Bismarck, but has been approved by the 
man who dropped Bisiparck as pilot. At this point the vision of 
List — with our present outlook — soars into the unreal or the ’deal. 
The last scene is a great confederation of all the European nations 
— a great United States of Europe — under the* hegemony of 
England, England content to be an equal amongst equals. And 
for what end? What is to* be the binding force of the union? 
The answer is startling, having regard to present conditions. The 
United States of Europe was to be founded and maintained to 
keep in check the United States of America. When, relatively 
to the gigantic American nation, England had become, so to speak, 
a little Holland, in her own interest she must strive to lead the 
United States of Europe against the Marinismus of America. 

In his last days the idea of an alliance between England and 
Germany became the dominant thought with List. His last work 
was a tractate On the Value arid the Conditions of an Alliance 
between England and Germany. For the furtherance of this 
object he came to England, where he witnessed the final stages 
of the repeal of the Corn Laws, and saw face to face the leaders 
of English politics. His project of an alliance was received coldly. 
The advantages seemed too far off to the practical imagination of 
the English statesmen. In the opinion of Dr. Kumpmann the 
chagrin caused by the failure of this cherished scheme was the 
immediate cause of the tragedy by which he put an end to his 
life. A fitting omen for the greater tragedy of to-day! “Back 
to List” is the moral which Dr. Kumpmann commends to his 
countrymen, but what a gulf must be bridged over before the 
passage can be made ! • 

J. S. Nicholson 

British Industry after the War. 

Report of a Sub-committce of the Advisory Committee to the 
Board of Trade on Commercial Intelligence with respect to 
measures for securing the position, after the War, of certain 
branches of British Industry. (Cd. 8181. l&pp. Price 2Jd.) 

This report is signed “Algernon E. Firth, A. J. Hobson, 
Stanley Machin, E. Parkes, Albert Spicer,” the last named, how- 
ever, appending a reservation indicating that he is n&t prepared 
No. 101 — VOL. XXVI. n 
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to swallow the whole of the Protectionist proposals of his col- 
leagues. The President of the Board of Trade publishes the 
document “without, of course, taking responsibility for any of 
its conclusions,” which is a little like the conduct of the proverbial 
father who introduces his unattractive son to the schoolmaster 
with a hint about the unpleasant hereditary characteristics of the 
boy’s mother’s family. If the President did not select the Sub- 
committee, he must at any rate have selected the Committee. 

Like many another modern politician, pathetically endeavour- 
ing to be “efficient” under the lash of the daily journalist, who 
despises thought because he has no time for it, the President has 
displayed an unfortunate readiness to start an inquiry how some- 
thing is to be done without first asking whether it is desirable 
to do it. 

Marly in the present conflict the Board of Trade allowed itself 
to be rushed by newspaper agitation into giving countenance to 
what was called the “war on German trade,” by which was meant 
not the operations of the Allies’ navies, armies, and custom 
houses during the war, but a movement in the direction of 
producing in this country every kind of manufacture hitherto 
exported from Germany, whether important or unimportant, 
whether likely to afford lucrative employment or starvation wages. 
Some measure of success having been attained in this, it is sup- 
j>osed necessary to appoint a Sub-committee “to make recom- 
mendations as to the best means of securing the position after 
the war of industries undertaken in consequence of the Exchange 
meetings and the British Industries Fair organised by the Board 
of Trade.” Precisely what industries have actually been under- 
taken in consequence of this unusual — perhaps fortunately unusual 
-activity of the Board of Trade we are not told. The Sub- 
committee say “The following were the branches of industry 
to which it appeared that our inquiries could most usefully be 
directed, haying regard to the terms of our reference Paper 
manufactuic, the printing trade (including colour printing), the 
stationery trade, the jewellers’ and silversmiths’ trade, cutlery 
fancy leather goods, glassware (including table glass, laboratory 
ware and glass bottles), china and earthenware, toys, electrical 
apparatus, brush, &c., trade, hardware.” We can scarcely be 
expected to believe that the efforts of the Board of Trade caused 
new industries tu be undertaken in all these branches of manufac- 
ture, and we notice that the Sub-committee’s circular letter of 
inquiry speaks of “possible measures for assisting British manu- 
facturers to maintain, after the conclusion of the present war, 
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such new developments of industry as they may have undertaken 
in consequence of present conditions ” not such as they have 
undertaken in consequence of the measures taken by the Board 
of Trtfde. Further on the letter becomes even wider in scope. 
It asks for observations on assistance to scientific research ; on 
copyright and patent law, trade-marks and merchandise marks, 
transport, finance, ar;d trade fairs and exhibitions; and then 
expresses readiness to receive suggestions of a general character 
“in regard to such matters as the conditions under which, prior 
to the war, the manufacture of” articles in wliicfl the addressees 
were interested “was carried on in this country in competition 
with Germany and Austria-Hungary, and any. special difficulties 
which that competition encountered.” The inquiry thus gets 
completely away from its original purpose, and becomes little 
more than an invitation to persons carrying on particular trades 
to say how they would like the Government to assist them in 
competing with persons carrying on those trades in Germany and 
Austria-Hungary. Even this is not wide enough for *the Sub- 
committee ; it actually proceeds to receive the complaints of the 
printers against the copyright law of the United States and agrees 
to their proposal that our own law should be assimilated to it, 
which would not affect German and Austrian competition in the 
least degree. 

A very natural consequence of the Sub -committee’s methods 
was that all the particular matters on which it asked for guidance 
were “regarded as of secondary importance in comparison with 
one question, and that is the possibility or otherwise of tariff 
protection after the war. Practically all the representative firms 
and associations consulted by us asked for a measure of protec- 
tion.” Why ? The effects of the war are given as a reason in 
section -19, which recalls the fears felt by the agriculturists in 
1814 and their successful demand for a higher protection against 
the disastrous foreign competition which they imagined would 
ruin them on the conclusion of peace : — 

“There is a general fear that, immediately after the war, this 
country will be flooded with German and Austro-Hungarian goods, 
sold at almost any price, and that the competition in price which 
was going on before the war will be accentuated, with resultant 
serious difficulty to all manufacturers of goods of kinds (sic) 
exposed to this competition, and positive disaster to those manu- 
facturers who have been encouraged to extend their operations or 
engage in new branches of industry with a view to capturing trade 
hitherto carried on by enemy countries.” 


•h 2 
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This fear is said to be based on two beliefs, firstly, that large 
stocks of some things have been accumulated, which the Sub- 
committee evidently doubts, and secondly, that Germany “will 
make every effort to recover her position in the world’s markets 
and to crush nascent competition, and that in carrying out that 
policy cheapness will be a potent weapon,” which the Sub-com- 
mittee accepts. The possibility of the .British manufacturers 
making every effort to retain their newly gained position and to 
crush renascent competition, and of their using cheapness as a 
weapon in the conflict, does not seem to have crossed the mind 
of the Sub-committee. It is strange that in these days, when 
everything is scarce and dear and the populace of all Europe cries 
out against its futile Governments because they do not keep prices 
down, there should be found even a Board of Trade Sub-committee 
so old-fashioned as to believe that plenty and cheapness are the 
evils against which we must be on our guard. 

But, as in 1814, the war and its cessation are by no means 
indispensable to the demand for Protection. “The causes of the 
ability” — would it not be well to think also of willingness? — “of 
German firms in the past to undersell their British competitors” 
were discussed, and “most emphasis was laid on” (a) the low 
German export railway rates and “other transport advantages,” 
including apparently the existence of the River Rhine, ( b ) the 
German import duties, which enabled manufacturers to combine 
to sell cheaper abroad than at home, and (c) the low German wages 
per unit of work accomplished. Superior organisation and greater 
attention to work by workmen seem to have b‘een mentioned at 
least in one case as the explanation of the lower labour cost ; the 
report does not suggest that anyone ever thought of inquiring 
whether the profits and salaries of business management were 
lower in Germany. 

Now there must, of course, be some cause or causes why a 
particular thing is sold by the producers of one country at a lower 
price than producers of another country care to take, and presum- 
ably one or more of these causes must be proper and legitimate, 
even from the point of view of the second country; otherwise, in 
a world in which each country’s affairs were well ordered by its 
Government international trade would cease. It would be ex- 
tremely interesting to have from the Sub-committee or from some 
authoritative Protectionist source a definite statement of belief on 
the question what causes are proper and legitimate. The Sub- 
committee does not, indeed, say plainly that the other countries 
of the world ought to combine to force the German Government 
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to charge higher railway rates on exported goods ; to remove pot- 
teries from the banks of the Rhine to some district with a 
geographical situation more like that of Staffordshire ; to prevent 
combinations from selling things dear to Germans and cheap to 
the rest of the world ; and, finalJy,to enact that no one in Germany 
shall take less wages, salary, or profit for the same kind and 
amount of work than the highest paid for that kind and amount 
of work anywhere else. But from the tone in which it discusses 
these matters we can safely infer that it really supposes that it 
would be a fine thing for the British Empire, and, indeed, the 
whole world Olitside Germany (and possibly Austria-Hungary, 
with perhaps Turkey and Bulgaria), if this could be done. Failing 
this possibility, the Rub-committee recommends indiscriminate 
protection : — 

“15. Tariff Protection . — Wc are of opinion that where the 
national supply of certain manufactured articles, which are of 
vital importance to the national safety, or are essential to other 
industries, has fallen into the hands of manufacturers and traders 
outside this country, British manufacturers ready to undertake 
the manufacture of such article* in this country should be afforded 
sufficient tariff protection to enable them to maintain such produc- 
tion after the war. 

“With reference to the strongly expressed opinion of many of 
the witnesses that the enactment of protective duties on the indus- 
tries other than those referred to in the preceding paragraph, 
which have formed the subject of our inquiry, is essential to their 
maintenance, we wish to report that in view of the following 
considerations : — 

(а) that there exists a strong desire to respond to the feeling 

in our Dominions in favour of an Imperial preference in 
trade, and that there is also a strong desire to arrange 
preferential trading with those who are our^Allies in the 
present war, and • 

(б) that the present high direct taxation tends to raise the 
rate of interest on money, and cheap and abundant- capital 
for the employment of their labour is of the greatest- 
importance to the working classes, 

it will be necessary to impose some widely spread import duties., 
and we are therefore prepared to recommend thaj a larger propor- 
tion of the Revenue should be raised by reasonable import duties. 
We are of opinion that such import duties would go a long way 
towards satisfying the requests for special protective treatment 
for the industries which we have had under consideraflon.” 
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The first of these paragraphs, omitting the words “or are 
essential to other industries/* merely embodies an old generally 
received “ exception to the general rule of Free Trade.** It was 
thought of in the days of ropes and sails, and is now perfectly 
obsolete. It is almost incredible [bat five men who have presum- 
ably read the newspapers during the present war could put forward 
tariff protection as a means of securing the .manufactured articles 
which may be of vital importance in the next war. Something 
much greater in effect than prohibition of importation, to say 
nothing of mere taxation of imports, will be required if the various 
countries are to prepare for the next war — whether in the present 
grouping or in some new grouping which may commend itself to 
the philosophical sentiment and commercial jealousies of ten years 
hence. Factories and trained workers will have to be kept at the 
call of the Government, as horses have been in recent years. 

The inclusion in this paragraph of articles “essential lo other 
industries” is amazing. There are many industries which every- 
one admits to be unimportant not only to national safety, but also 
to individual comfort. Moreover, it is not always possible to make 
the sharp distinction between raw material and manufactured 
article which seems to be necessary if we are to reconcile the new 
doctrine of keeping out essential manufactured articles with the 
old doctrine of letting raw materials in. 

The second paragraph is worth following carefully. It alleges 
that “it will be necessary” to impose duties on many imports for 
two reasons, between which there is the sharpest opposition. 
Firstly, it will be necessary because a two-step, or more probably 
a three-step, preferential tariff must be imposed in order to satisfy 
the Dominion and Allied sentiment : there must, that is, be either 
free admission or a very low rate for Imperial goods, a low rate 
for Allies’ goods’ and a higher rate for goods from the countries 
with which we are now at war and from the countries now neutral. 
Now it is perfectly certain that an arrangement of this kind, if 
it embodied rates which gave the Dominions and Allies rates (or 
absence of rates) likely to consolidate the Empire or the Alliance, 
could not produce much money: one effect, and an intended one, 
would be to divert trade from its old channels, increasing trade 
between this country and the Dominions and the Allies subject to 
no duties or low duties, at the expense of the trade between this 
country and other 4 countries subject to the higher duties. But the 
suggestion of the sentence marked ( b ) and the remainder of the 
paragraph is that an enormous sum of money is going to be raised 
by this egregious tariff. It is not only to “tend”’to put cheap 
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and abundant capital at the command of the working classes, but 
is actually to be big enough to constitute “a larger proportion of 
the Revenue. ” In 1913-14 the Customs contributed 35} millions 
out of* a total revenue of 198} and a total tax revenue of 163 
millions : the Committee which had to arrange a preferential tariff 
likely to cement the Empire* and the Alliance and at the same 
time to produce more ^ than 18 per cent, of the, perhaps, doubled 
or more than doubled revenue which will be required after the war, 
would certainly find itself confronted by a stiff task. It would be 
driven inevitably to the taxation of necessary articles of food 
coming from the Dominions, to say nothing of the Allies. The 
present Sub-committee endeavour* to reconcile the working classes 
to this prospect by the suggestion that if they will pay more for 
the things which they consume, and thereby relieve the wealthy 
of some direct taxation, the wealthy will save more, so that capital 
will be cheap and abundant, which w ill make employment plenti- 
ful. Was ever net spread more openly in the sight of any bird? 
The working classes are often inexpert in economics,* but they 
are not so hopelessly stupid and ignorant as t o be taken in by this 
revival of that wage-fund theory of the eighteen -forties which has 
been justly ridiculed by all their advocates for seventy years. 
They will decline to put a penny in the slot on the assurance that 
the machine will eventually hand out a farthing. The comfortable 
people who suppose that the war is going to afford a suitable 
opportunity for shifting a larger proportion of the burdens imposed 
by the incompetence of national Governments on the backs of the 
working classes»are living in a fool’s paradise : it is far more 
probable that, if the belligerents’ national debts are not simply 
repudiated, drastic levies on property will take place throughout 
Europe in order to redeem them at the expense of the propertied 
classes, including, of course, the holders of the national securities 
themselves. 

The individual purchaser, under the Sub-committee’s pro- 
posals, is to be allowed to please himself whether he will contribute 
to the revenue by buying a foreign article on which a Customs 
duty is paid or a home-made one (at the same or a higher price) 
on which no duty has been paid. But the inhabitants of a locality 
acting collectively through their local authority, and even the 
inhabitants of the whole country, acting through the national 
Government, are to be allowed no such liberty. Recommendation 
6 (6) runs as follows : — 

“All Government Departments, Local Authorities, and Statu- 
tory Bodies entrusted with the control of monies raised by taxes 
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or rates should be under legal obligation to purchase, so far as 
possible, only goods produced within the British Empire. 

“To meet exceptional cases the Board of Trade might be 
emixiwered to grant licences to Pubfic Bodies for the purchase of 
foreign goods where special circumstances, including, for example, 
the existence of a combine or ‘ trust,* can be proved.” 

Anyone who has ever assisted at the “opening of contracts” 
by a local authority will smile. 

Perhaps the lowest depth of all is reached in Recommendation 
4, in which the Sub-committee propose a special merchandise 
marks law for German and Austrian goods : these are to be marked 
“Made in Germany” or “Made in Austria-Hungary” without any 
alternative, while goods from other foreign countries are to be 
“similarly marked either with the country of origin or with the 
words, ‘ForeignMade’ or ‘Not British.’” It is not clear whether the 
choice between “Foreign Made” and, say, “Made in Belgium” 
or “Made in Bulgaria” is to be embodied in British legislation 
or left to the discretion of the trader in each case ; but either way 
the Sub-committee is dallying with an almost incredibly childish 
proposal for nothing but a mere petty annoyance of two countries 
with which a treaty of peace will have been concluded. 

It might be imagined that “practical men” such as the Sub- 
committee was intended to consist of would realise not only that we 
are at w 7 ar, but also that it is to most of us extremely disagreeable, 
and that when peace is once concluded, almost all of us will wish 
that peace to continue. In the heat of conflict the ordinary person 
says many foolish things in conversation with his family and 
friends, but five “practical men” assembled round a table at the 
Board of Trade to consider after-war problems ought to have been 
able to imagine how these problems will appear when peace 
succeeds war, and passion subsides in the breast of the victors. 
It will not then seem anything but sheer lunacy to offer petty 
insults to fallen enemies, and at the same time to do everything 
possible to make those fallen enemies and the rest of the non- 
Ally half of the world into a single trade group economically 
independent of the Allies, and the best motto for an essay pro- 
pounding such a policy would be, Solvet sceclum in favilla — our 
world will end in smoke and fire. 


Edwin Cannan 
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The Reports of the Departmental Committees on the Home 

Production op Food. 

• 

On June 17th, 1915, the President of the Board of Agriculture 
and Fisheries appointed a Departmental Committee “to consider 
and report what steps should be taken, by legislation or other- 
wise, for the sole purpose of maintaining and, if possible, increas- 
ing the present production of food in England and Wales, on the 
assumption that the War rtiay be prolonged beyond the harvest 
of 1916.” 

On June 23rd His Majesty’s Secretary for Scotland appointed 
a Committee to consider the same question in its application to 
Scotland, and on June 28th the Vice-President of the Department 
of Agriculture and Technical Instruction for Ireland committed 
an identical reference to a Committee for Ireland. 

(i) The Report of the English Committee. 

The personnel of the English Committee was strong. It was 
presided over by the Bt. Hon. Viscount Milner, and it included 
representatives of the three political parties, together with men 
whose familiarity with the present condition of the agricultural 
industry is beyond question. It did not consider itself called 
upon, by the terms of its reference, to inquire into the nature and 
extent of any possible shortage of imported food supplies, for it 
felt that the Government alone was competent to judge of this, 
but it confined itself to the consideration of the steps which could 
be taken assuming that an emergency might exist after the 
harvest of 1916. Becognising that if anything was to be done by 
that date it would be necessary to act quickly, the Committee 
met frequently during the month following its appointment, and 
it presented an interim report (Cd. 8048) on July 17th. 

In this report it was laid down that the main problem was 
how to increase the area under wheat, 95 per cent, of the home 
supply of which is produced in England and Wales, and the 
Committee concluded that this could only be solved by extending 
largely the area of land under tillage. This would enable more 
of the existing arable area to be put down in wheat, leaving the 
newly broken up land for the other necessary crops thus displaced, 
such as oats and potatoes. The Committee recognised that in 
advocating this course they were inviting farmers, and to a lesser 
extent landlords also, to adopt a policy of management bolder 
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, than many of them might think warranted by the conditions. 
Landlords would have to show themselves willing to relax 
covenants restricting the breaking up of grass-land, with the possi- 
bility of seeing it “ tumbled-down ” again to grass after * a few 
years of cultivation had exhausted its accumulated fertility. 
Farmers would be called upon to thrbw over their present methods, 
with their comparative security of profits, and to undertake the 
responsibility of an increased arable area in the face of a certain 
shortage of labour and a possible fall in corn prices at the conclu- 
sion of the War. 

Whilst not doubting that many farmers might Jbe found who 
would be willing to face these risks, if appealed to in the national 
interest, the Committee considered that a general movement in 
the direction of increased wheat production could only be secured 
by guaranteeing a minimum price for home-grown wheat for a 
period of several years. It seems that all the witnesses examined 
were emphatic upon this point; and the Committee came unani- 
mously to* the conclusion that “a guarantee of a minimum price 
of 45 s. a quarter for all marketable home-grown wheat for a 
period of four years would lead to a very substantial increase in 
the area of wheat harvested in 1916 and to a further increase in 
the succeeding years. ,, Payment to the farmer under this guaran- 
tee was to be regulated by the difference between 45 s. and the 
“Gazette” average price of wheat for the year in which the wheat 
is harvested, the farmer being left free to dispose of his produce 
in the open market. In order to protect the State in the event ol 
no considerable response being made by farmers- (in which case 
the Exchequer might have to pay out considerable sums although 
no great quantity of additional wheat were forthcoming) the Com- 
mittee proposed that to qualify for the guarantee a farmer should 
be called upon to show that he had increased his area under arable 
cultivation by, at least, one-fifth over the similar area in October, 
1913 ; or, alternatively, that at least one-fifth of his total acreage 
under grass and annual crops should actually be under wheat. 

This is a very remarkable recommendation, which becomes the 
more noteworthy when the composition of the Committee making 
it is borne in mind, for here are representatives of the Liberal 
and Labour Parties advocating what amounts to a bounty on 
home-grown wheat. Ostensibly the guarantee is to be for what 
rnjght be regarded as a war period only, but it may be taken for 
gi anted that its application would be for a much longer period — 
otherwise the scheme could not be expected to bear fruit seeing 
that no considerable number of farmers would incur the responsi- 
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bility of a largely increased arable area, if the guarantee was to be 
withdrawn almost before this area could be brought from its 
original grass state into good tillage condition 

Th% question raised by this recommendation, therefore, is 
whether the possibility of war* with its attendant risk to the 
importation of food into this country, makes it desirable to depart 
from principles which the majority have regarded, hitherto, as 
sound, in order to give an artificial stimulus to the production of 
wheat at home. It might be thought that the high prices ruling 
for agricultural products should be in themselves an adequate 
stimulus to irareased cultivation, but this is not the case, for, 
apart from the difficulty o^ getting labour to .work arable land, 
the high prices themselves enable farmers to reap a handsome 
return on their capital without the necessity of extra exertion. 
It is for this reason, no doubt, that the Committee thought it 
necessary to limit the application of their guarantee to those 
cases where it could be shown that an increased area under wheat 
had been put dowm. As regards the labour difficulty sortie figures 
for two Midland farms bring out very clearly the enormous reduc- 
tion in labour made possible bv grass farming : — 

Farm A. 

720 acres, of which only one-twelfth is arable. 

Capital per acre = £5. 

Men per 100 acres = 0*7. 

Profit (after paying 5 per cent, on capital) — 22*5 per cent. 

Farm B. 

650 acres, of which one-half is arable. 

Capital per acre = £10. 

Men per 100 acres — 3. 

Profit (after paying 5 per cent, on capital) = 16*1 per cent. 

• 

These figures cover the first year of the war. They bring out 
very clearly the smaller capital required for grass-land, the smaller 
volume of employment given by it, and the high return on capital. 
At the same time the returns in food production per 100 acres 
are very much less from the grass-land than from the arable 
farm. It is not suggested that these farms are in every respect 
comparable one with the other, but the figures may be relied upon 
sufficiently for the purpose for which they are here used, which 
is to show that the farmer is unlikely to do much of his own 
initiative to increase the production of bread food at the present 
time. 



108 


THE ECONOMIC JOURNAL 


[MARCH 


The questions for consideration, then, are, first, will a State 
guarantee of a minimum price lead to the breaking up of grass- 
land for the production of more wheat, and second, assuming that 
this would follow, is it the most desirable result to aim at?' 

On the first point it seems highly probable that a guarantee of 
a minimum price of 455. per quarter for wheat would result in an 
increased area under the plough. The experience of landlords in 
certain parts of the country has been that farmers are not reluc- 
tant to abandon the easy practice of ranching when it has been 
demonstrated to them beyond doubt that plough-land would be 
more profitable. In the Fenland many hundreds of acres of grass 
have been broken Up owing to the advent of the potato industry. 
Farmers have realised that their land was worth more for the 
growth of potatoes than for feeding bullocks, and many of them 
restrained by covenants from putting a plough into their pastures 
have been willing to pay a penal rent, or liquidated damages, for 
the right to do this. The position of the landlord who is willing 
to take such rents or damages need not here be discussed. Arguing 
from this it seems a fair assumption that farmers would respond 
readily enough to a guaranteed price for wheat. At the same time 
it is doubtful whether a four-years’ guarantee would be long 
enough to satisfy them, and if this policy is to be regarded as a 
war insurance there seems to he no reason why the guarantee 
should not be permanent. There will be the objection that with 
the assurance of profit the incentive for hard work and maximum 
production would be lost ; that ultimately a bonus to the farmers 
would find its way to the landlords’ pockets, and so on. But no 
doubt the Committee’s answer to all these objections, theoretical 
and practical, w 7 ould be the necessity for insuring a higher produc- 
tion of food stuffs at home in case of war. 

This raises the second question, namely, whether an increased 
wheat production should be the principal object of agricultural 
organisation. ^ There do not appear to be figures available to show 
the cost of producing wheat in Canada, in South America, in 
Australia, in Ttussia, or in any of the other countries which supply 
this country, but in normal times and under peace conditions it 
seems likely that wheat can be sent into this country at a price 
which would not be attractive to the English farmer. If this is 
so, and assuming a state of peace, or a state of war in which 
Britain s command of the seas and her supremacy in the carrying 
trade of the world were at all events no less than in the present 
war, it may be argued that a better course of Government action 
would be in the direction of encouraging the organisation of agri- 
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culture in this country for the production of those things which 
it is most fitted to produce in competition with the world, and of 
these wheat probably would not be one. The whole question is 
based % on the comparative cost of production of articles of food in 
different parts of the globe, ancj about this practically nothing is 
known. The field for invesftgation is enormous, and the need 
for it most urgent, and in the long run the nature of the agricul- 
tural production of this country must be determined by it. Tn the 
meantime, however, Lord Milner’s Committee has its justification 
in the present price of wheat, and the decision for or against their 
proposals will. depend upon the indhidual point of view on the 
probability, or otherwise, of the maintenance of British naval 
supremacy or of general disarmament. 

The Committee recognise that a guaranteed price for wheat 
should entail upon the farmer the obligation to pay a fair rate of 
wages to his labourers ; in fact, some members were evidently in 
favour of accompanying the minimum price with a minimum 
wage. They contented themselves, however, with recoftimending 
that an inquiry into wages and earnings should be instituted at 
once. 

An appendix to the Report describes the procedure recom- 
mended for securing a breaking up of land and the cropping of it 
to the maximum advantage. 

On October 15th following the Committee presented their 
Final Report (Cd. 8095). In the meantime the Government had 
decided not to adopt the recommendation of a guaranteed mini- 
mum price for •wheat, on the grounds that the danger from 
submarines was insufficient to justify it, but the Committee took 
the opportunity of stating their firm conviction that the conversion 
of arable land into grass, which has taken place to the extent 
of nearly 4,000,000 acres during the last forty years and is still 
going on, was bound to result in a diminution in the amount of 
lood produced, and that much of this land woulTj carry more 
stock under the plough, whilst at the same time producing corn 
for human consumption. They recognised, however, that the 
process of reconversion, though beneficial to the nation, would 
not necessarily be attended by any increase of profit to the farmer, 
though the evidence put before them indicated that arable farming 
during the few years prior to the War had been remunerative, and 
that it could be intensified and cheapened by t^e employment of 
machinery in such a manner as to render it possible to pay a 
higher wage to the agricultural labourer. The stimulus of rising 
prices prevailing before the War, coupled with the spread of 
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education, might have been sufficient to bring about in course 
of time the desired changes, but the Committee felt that in the 
present emergency, both as regards the increased production of 
food, the reduction of purchases abroad, and the provision of 
employment after the War, some action might be taken by the 
State to hasten the process. 

The remainder of the Final Report dealt with the provision 
of fertilisers and feeding stuffs ; increased attention to pig-breeding 
(as to which the very questionable recommendation was made to 
the effect that bye-laws prohibiting pigstyes near dwelling-houses 
should be relaxed) ; labour, labour-saving machinery, and the 
employment of women. Attention was also called to the use of 
waste land in towns and villages for the production of vegetables, 
and the Committee expressed regret that the sugar-beet industry 
had not been established in this country before the War. It 
recommended the amendment of the Development and Road 
Improvement Funds Act to enable the Development Commis- 
sioners to assist suitable schemes in the future. The Committee 
was not able to recommend the establishment of a reserve of 
wheat. 

Two members of the Committee refrained from signing the 
Final Report, and presented a Minority Report to the effect that 
they regarded the recommendations put forward by their colleagues 
as applying to conditions after the War, which were outside the 
terms of the reference. 

(ii) The Report of the Scotch Committee. 

Like that of the English Committee the personnel of the 
Scotch Committee was strong ; possibly, practical agriculture was 
more fully represented upon it. The Committee addressed circu- 
lars to 176 agriculturists and traders (from 135 of whom answers 
were received) ; it inserted notices in the Scottish Press indicating 
that it was prepared to receive the views of agricultural societies ; 
it heard the evidence of forty -five witnesses ; its Report (which 
bears no date) was signed by all the members of the Committee 
with reservations by certain of them, and in it the suggestions" 
for the maintenance or increase of the food supplies of the country 
are grouped under three heads : — 

A. Increased production. 

B. Avoidance of waste. 

C. Using sources of supply not at present available. 

Dealing with the first of these, the Scotch Committee avoid the 

controversial ^questions raised by the English Committee’s recom- 
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rfiendations. The advisability or otherwise of resorting to arti- 
ficial means to stimulate the production of wheat was considered 
by them, and some of the witnesses gave evidence in favour of a 
guaranteed minimum price, but they did not see their way to 
overcome the practical difficulties likely to arise. The Committee 
also considered the question of the compulsory conversion of 
grass-land, but quite apart from the fact that they do not appear 
to have been agreed that the increase of arable land would lead 
to the production of more food (a question upon which the English 
Committee were fully satisfied), they doubted the practicability 
of setting up the necessary administration for scheduling the land 
to be broken up. It may *be inferred that the Committee had 
before them the Interim Report, of the English Committee, and 
that they did not think its recommendations were applicable to 
Scottish conditions. 

All the recommendations as to the increase of production are 
of a practical nature, and hardly call for examination in detail 
here. They relate to such matters as th~ more genefal use of 
artificial manures, and the restriction of then export; the advan- 
tages derived from frequent changes of seed, and cheap rail carriage 
for agricultural seeds and live stock for breeding purjxises ; the 
extension of the use of machinery ; the provision of allotments ; 
the extension of co-operative organisation for purchase and sale. 
Like the English Committee, the Committee for Scotland recom- 
mended that there should be relaxation of the bye-laws relating 
to pigstyes, “so far as is consistent with a due regard for the 
public health.” •Both Committees are thus of the opinion that 
the bye-laws impose unnecessary restrictions, but inasmuch as 
they have been framed for the protection of public health it is 
doubtful whether any general movement to re-establish pigstyes 
close to dwelling-houses is desirable. A grea,t deal might be done, 
however, to promote pig-keeping if landlords would undertake the 
provision of pigstyes on garden allotments wherever these are 
sufficiently near to the homes of the tenants to enable them to 
undertake the management of pigs. 

On the question of labour as related to increased production, 
file Committee recommended that representations should be made 
to the military authorities that any attempt to increase or even to 
maintain food production would be made impossible by a further 
withdrawal of experienced workers from agriculture. 

The recommendations as to the avoidance of waste deal mainly 
with the conflicting interests of the game preserver and the food 
producer. So much has been written on the loss to agriculture 
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from the withdrawal of land for deer forests, and the multiplica- 
tion of game by artificial means, that it is of particular interest 
to note that this Committee of Scottish agriculturists recommend 
the necessity for allowing agricultural tenants the unrestricted 
privilege of killing rabbits, including the right of entering into 
woods, the employment of special men for the work, and permis- 
sion to kill rabbits on moors without reference to any time limit. 
They recommend further that an appeal should be made to all 
owners of deer forests and grouse moors to allow these to be used 
for grazing cattle or sheep, and, lastly, that all artificial rearing of 
game should be discouraged. Inferentially, this furnishes a severe 
condemnation of undue game preservation, and it would seem that 
in Scotland the balance between agriculture and sport has not yet 
been struck. Golf courses, it is suggested, might also be utilised 
to greater advantage for grazing purposes. 

As to the utilisation of sources of supply not at present avail- 
able, no recommendations appear to be made, but it was sug- 
gested thht Local Committees should be set up for stimulating 
production in every possible direction, and the constitution of 
these Committees was outlined. 


(iii) The Report of the Irish Committee. 

The Committee set up by the Vice-President of the Depart- 
ment of Agriculture and Technical Instruction for Ireland was 
larger than the English and Scotch Committees together ; it may 
therefore be taken as fully representative. It presented its Report 
on August 19th, signed, with certain reservations, by all the 
members except two, and one of these, Sir Horace Plunkett, 
Bart., presented a Minority Report. The Committee were 
impressed with the necessity of increasing the area under corn, 
and consequently the area under the plough, just as the English 
Committee had been, and they recommended that the Government 
should guarantee a minimum price for oats and wheat for one 
year, recording their opinion that having regard to the risk of 
loss run by the farmer in breaking up grass there would be no 
departure from sound economic policy in agreeing to a minimum 
price to secure him against it. No actual figures were suggested 
for the guarantee, which was to be restricted to one year. The 
question for and against State guarantees has been stated in 
dealing with the English Committee’s Report, and it is only 
necessary to add that it is difficult to understand how any body 
of agriculturists could suppose that one year’s guarantee would 
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suffice to bring about the desired result, namely, the breaking up 
of grass-land. 

In the second place the Committee recognised the difficulty 
which Confronts all communities of small-holders, namely, how to 
obtain the advantages of labour-saving implements and machinery, 
and they endorsed the action already taken in certain parts of the 
country in the establishment of co-operative implement societies 
with the aid of loans from the Department, and recommende 1 the 
extension of the scheme. After a recommendation of a system of 
loans for the provision of boats and gear for the capture of fish, 
the Report concludes with an appeal to patriotism. 

There is nothing strking about this Report except its futility. 
Not a word is said about co-operation, except in connection with 
implements, which is the life-blood of the small-holder, and which 
has done more than any other agency to increase production in 
Ireland. Sir Horace Plunkett, as President of the Irish Agricul- 
tural Organisation Society, seems to have been fully justified in 
presenting^ Minority Report in preference to signing that of the 
Committee. It is not necessary to analyse his Report in detail, 
for it is, in effect, a brief statement of the whole case for co-opera- 
tion. The practical recommendation contained in it is that the 
state of war which seems, most regrettably, to exist between the 
Department and the Irish Agricultural Organisation Society, 
and must react most prejudicially upon the agricultural industry 
of Ireland, should give way to a truce, and that a joint Committee 
should be constituted to decide “by what co-ordination of function 
the two bodies ean work together towards an increase of food 
production in Ireland.” 

The three Reports, that of the English Committee, the Scottish 
Committee, and the Minority Report of Sir Horace Plunkett, are 
complementary to each other, and among them they probably 
state all that can be done to stimulate production in these islands. 
The English Report deals with legislative measures,\the Scottish 
Report deals with technical measures, and Sir Horace Plunkett's 
Report deals with measures for the better organisation of agricul- 
ture. It seems unlikely that any of them will bear immediate 
fruit, and in the long run it is to the better education of the 
landlord and of the farmer that we must look for that increase of 
production which many are agreed could profitably be achieved. 

• C. S. Orwin 
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Recent Memoranda on Railway Topics. 

I . — A New Project of Railway 'Control tn the United States . 

The present writer has often said that the strongest argument 
for the nationalisation of railways is that, if not nationalised, they 
must be controlled by the State ; and that, so far, no State has 
worked out a reasonably satisfactory system of control. A few 
years ago it looked as though such a system might A be worked out- 
in the United States. But unfortunately they began too late. 
And before the wise people could make their work effective, the 
shortcomings of the companies in various directions — a bad break- 
down of the operating organisation, a series of disastrous acci- 
dents, not a few financial scandals, and so forth — and, finally, the 
dread that Wall Street control, as typified by the late Mr. 
Harrimarr, would establish an imperium in imperio , swept the 
public off their legs ; and the fools rushed in, with the politicians 
of the baser sort at their head, and proceeded to smash the 
machine. At the present moment it would be difficult to find a 
human being throughout the length and breadth of the States 
who is satisfied either with the methods of railway regulation at 
present in force or with the results that they have achieved. The 
recent appointment, at the urgent insistence of President Wilson, 
of a Congressional Commission to investigate the whole subject 
is one sign of the public disenchantment. Another may be found 
in a paper contributed to the Michigan Law Review of November 
last by a distinguished company, or, as they say in America, 
“ corporation ” lawyer, Mr. William W. Cook. 

Mr. Cook is not only Standing Counsel to a group of cable 
and telegraph companies, but also the author of the standard text- 
book, Cook on Corporations. Mr. Cook says straight out, “Com- 
mission regulation as a complete and final remedy is an absolute 
failure. ” He proposes a sweeping change : in effect that the 
Federal Bank plan should be applied to the railroads. And he 
has drafted a Bill showing the manner in which his idea might 
be brought into force by Congress. In outline his scheme is as 
follows : — There would be formed five Regional “Federal Railroad 
Companies.” The five regions would be: (1) New England; 
(2) What is now known as Trunk Line Territory, namely, the 
whole of the country north of the Ohio and the Potomac that lies 
between the Atlantic and the Mississippi ; (3) the South east of 
the Mississippi ; (4) The South-West ; and (5) The North-West. 
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Bach company would issue sufficient of its own stock, which 
would be guaranteed a fixed rate of dividend by the United States 
Government, to enable it to acquire by purchase a controlling 
interest in the stock of the railroads within its territory. Owning 
a majority of the stock of the Pennsylvania Railroad, for instance, 
the Federal Company would elect the directors of that company 
and control its policy, just as the Pennsylvania RaiPoad its ;lf 
at this moment appoints the directors and controls the poli y of 
the Pennsylvania Company, the Pan-handle, and the scores of 
other corporations that nestle under tho widespread Pennsylvania 
wings. The Board of Directors of each Federal Bail road Company 
would consist of nine, three appointed by ther Federal Railroad 
Board hereafter mentioned and six selected by the stock-holders 
of the Federal Bail road Company, who v 7 ould be required to be 
residents within the district. 

Mr. Cook points out quite fairly that his plan can be intro- 
duced gradually. Not only can each district be taken in hand 
separately, but there is no need to acquire the majority of the 
stock of all ihe milroads in the disliict immediately. The control 
of the New Haven road, for instance, would practically mean 
control of New England. And control of the Pennsylvania liail- 
road anti the New York Central would practically mean control 
of the whole of the Trunk Line Territory. Mr. Cook makes a 
startlingly strong point in favour of some change in the present 
system when lie points out that, on the one hand, the Mississippi 
Valley contains half the States of the Union and is in both area 
and population ihore than half the country ; while, on the other 
hand, out of 117 directors of the eight great systems connecting 
the Valley with the outside world, twenty-three are identified with 
the Mississippi Valley, while ninety-two are resident in the States 
bordering on the Atlantic seaboard. It may be fairly answered 
from a company point of view that the directors represent the 
owners of the railroad stock. But can one be surprised that this 
answer does not satisfy the inhabitants of the Valley? May it 
not well be that this absentee ownership, typified, often unjustly, 
to the ordinary plain citizen by the bogie of “Wall Street,” is 
still, as it was in the days of the Grainger Laws, the root cause 
of the hostility of the West to the railroads? 

Mr. Cook’s proposed Federal Railroad Board would be not a 
company, but an organ of the Government. It .would consist of 
six members, five appointed by the President of the United States 
with the approval of the Senate and the sixth, the Secretary of 
Railroads, a new member of the Cabinet. It would b§ apparently 



116 


THE ECONOMIC JOURNAL 


[MARCH 


in Mr. Cook’s scheme the one regulating authority, superseding 
the Interstate Commerce Commission, for it would fix and deter- 
mine all interstate railroad rates and service and approve all issues 
of stock and the proposed financial operations of every federal 
Railroad Company. 

Mr. Cook’s scheme, novel and revolutionary though it be, 
certainly deserves respectful consideration. And it will doubtless 
receive it from the newly constituted Congressional Commission. 
Financially, it is sober and conservative ; for there would be no 
need for any great sums of money, as presumably a very large 
number of shares of the existing f railroads would be gladly 
surrendered to thef Federal Companies in exchange for their own 
stock. And it is certainly arguable that the working out of the 
scheme might even show a financial surplus. Moreover, the 
principle of Government control by means of stock-holding was 
in practical effect in Mexico for a good many years, and looked 
like being quite a success till government in Mexico went to 
pieces. Certain criticisms seem obvious. Can forty-five directors 
plus six supervisors really direct 250,000 miles of railroad? Will 
not the various districts fight each other? Texas has notoriously 
enacted local protection by means of its Railroad Commission. 
And other States have done the same, to a less frequent extent. 
Might we not well see the Southern Federal Railroad Board, for 
instance, elected on a ticket of protection of Birmingham, 
Alabama, against the competition of Youngstown and Pittsburg? 
Most serious of all — and Mr. Cook has attempted to provide 
against the danger — is this : Is it to be hoped that the appoint- 
ments for Federal Boards and Federal Directorate could be kept 
out of politics? And has any dispassionate outsider, however 
badly he may think of railroad men, ever rated the average 
American railway man, either in intellect or integrity, as low 
as the average American politician? Jay Gould was an excep- 
tional phenomenon. He died very many years ago, and, as a 
journalist wrote next morning, “is still dead.” But Tammany 
still lives and flourishes. And the methods and morals of 
Tammany are still not without frequent and successful imitators 
outside New York. Unless Mr. Cook felt sure that his scheme 
would keep the railroads out of politics, in the American sense, 
we feel sure that he himself would not be among its advocates. 
And as we do not ourselves feel sure, we fear that his remedy 
would be worse than the disease. Undoubtedly the disease is 
serious. Undoubtedly a remedy, and a drastic one, must be found. 
For the American people, who have for some years been busily 
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engaged in throttling their railroads, are already discovering that 
they have at the same time been throttling the prosperity of 

their country. 

% 


II. — A Misunderstood Transaction . 

A somewhat belated though remarkable pamphlet han re cently 
been published in New York under the title of The Chicago and 
Alton Case: A Misunderstood Transaction . By G-eorge Kennan. 
Everyone hag heard of American railroad financial scandals, 
among which the Alton Deal — often called “Hie Alton Steal” — 
has been pronounced to be one of the worst. Tt was apropos of 
this case that President Roosevelt denounced the late Mr. Harri- 
man as “an undesirable citizen,” and to this case Professor Ripley 
has devoted many pages in his latest volume on Railroads Finance 
and Organisation. Mr. Kennan writes with studious moderation 
and gives chapter and verse for every statement he m&kes. But 
he meets the charges made by Professor Ripley with so emphatic 
a contradiction that lie would seem not only to have vindicated 
the honour of Mr. Harriman, but laid upon Professor Ripley the 
obligation of defending his own accuracy and scientific impar- 
tiality. Professor Ripley has not minced his words : — 

“Practically all the possible abuses and frauds . . . under the 
caption of stock watering are found combined in . . . the re- 
organisation of the Chicago and Alton Road by the late Mr. 
Harriman and his associates.” 

Professor Ripley states that the operations of the Syndicate 
“were covered up,” “were never disclosed,” “were obscured in the 
public accounts.” 

Simply not true, says Mr. Kennan. “All the operations, 
including the capitalisation of past betterments, the declaration 
of a 30 per cent, dividend, and the sale of the 3 par cent, bonds, 
w 7 ere fully and accurately set forth in the listing application to 
the New York Stock Exchange, as well as in the leading railroad 
and financial publications.” And he gives the references in support 
of this statement. 

Further, he says that though the transactions took place 
between 1898 and 1900 no criticism was apparently ever uttered 
till Mr. Harriman had the misfortune to inepr the displeasure 
of President Roosevelt in a political matter seven years later. 

Professor Ripley says that the Alton road prior to reorganisa- 
tion was “doing a constantly expanding business.” The published 
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figures show that, in fact, the gross earnings had fallen pretty 
steadily from nearly $9,000,000 in 1887 to $6,286,000 in 1898. 

Professor Eipley accuses Mr. Harriman of “prejudicing the 
interests of shippers by creating the need of high rates for services 
in order to support the fraudulent capitalisation. ,, Without 
following Mr. Kennan in discussing the two questions whether 
the capitalisation was fraudulent, and whether capitalisation has 
any effect on rates, we may note that, in fact, the rates for service 
fell 25 per cent, in the eight years following Mr. Harriman’s 
acquisition of the property. 

Once more, Professor Ripley charges Mr. IJarriman with 
“ crippling ” the Alton road “physically.” According to Mr. 
Kennan, the fact is that he spent a total of $22,327,000 for per- 
manent betterments, a sum equivalent to about $22,000 per mile. 
As a consequence of this expenditure the gross earnings of the 
“crippled” road rose from $6,286,000 in 1898 to $12,809,000 in 
1907, and the net earnings from $2,681,000 to $1,415,000. 

If the’ facts be as Professor Ripley has stated, then perhaps 
his language describing Mr. Harriman as a “conspirator ” and his 
management as “unscrupulous,” “piratical,” “fraudulent,” and 
“predatory” may not be too strong. But unless he can disprove 
the facts set forth by Mr. Kennan it would seem that Professor 
Ripley has done a grievous wrong to the memory of a man whose 
service to the science of railroading will hardly bo reckoned by 
those who know what his work was as less than those rendered by 
George Stephenson himself. 


111 . — Railway Economics and Politics in South Africa. 

A more than usually outspoken “Memorandum on the Control 
and management of Railways and Harbours” has recently been 
presented to the South African Parliament by the Railway Board. 
The Memorandum, which is dated May 31st, the termination 
of the first quinquennia] period of the Board’s existence, seems 
only to have been printed in October last. It points out that 
prior to Union the railways in Cape Colony an'd Natal were 
managed by general managers under the direction of Cabinet- 
Ministers, and that for a considerable time the necessity for some 
change in the management was recognised and formed the subject 
of inquiry by various Commissions and other authorities. In 
1905 the Cape Parliament resolved that the Government “should 
consider the question of the advisability or otherwise of effecting 
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some change in the future management of railways and of provid- 
ing some means of obtaining in future the impartial consideration 
of, and report upon, any proposed scheme of railway construction.” 
A Commission was appointed thereupon, which reported unani- 
mously on March 31st, 1907, f that it was “impressed with the 
necessity of removing as far as possible the management of the 
railways from the influence of party politics.” 

Subsequently provision was made in the Act of Union for the 
appointment of a Board of Control to manage the railways and 
harbours, subject to the authority of the Govern or-General-in- 
Council. . 

“The intention and terms of the Act appeared,” says the 
Memorandum, “and still appear, to the Commissioners clear; but 
the first Minister of Railways and Chairman of the "Railway Board 
under Union, who had always been accustomed to the Cape 
practice, did not regard with approval the method so provided 
for the control and management of the railways and harbours ; 
and his successor has expressed himself in Parliament to the same 
effect. It need not, therefore, be matter foi surprise or complaint 
that the Railway Board has not been able fully to accomplish 
what was expected from it by those who favoured its establish- 
ment, or would have accomplished had the Chairman been in 
full sympathy with the method of control and management 
provided.” 

After paying a compliment to the present Minister’s capacity 
as an administrator and his ability as an exponent of his views, 
the Memorandum goes on to say that he is handicapped by exist- 
ing conditions, and that no Minister, however hard working, can 
spare from his Cabinet and Parliamentary duties the time to 
manage the railways. Besides, “any Minister, however able and 
strong his character may be, is, under the system of party govern- 
ment, insensibly susceptible to party considerations and is in 
constant difficulties in giving impartial decisions.” The Memo- 
randum continues : “It is perhaps natural that men who have 
been accustomed to the methods in vogue when the railways were 
of limited extent should still desire to cling to the old system of 
control, but the consequences of doing so cannot but be unsatis- 
factory. ... As the railways and their working were regarded 
as part and parcel of the system of party government, with the 
obvious advantage to the party in power, the reluctance of any 
Government to make a change is what migfit naturally be ex- 
pected. Apart from the magnitude of the railways and the 
number of the railway servants employed, forces have of late years 
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come into prominence that make it increasingly urgent that the 
railways and harbours should be regarded and administered in the 
interests of the whole Union and not as an adjunct of the party 
that is in power.” 

In conclusion, the Board anpounce very emphatically their 
approval of the policy which they believe the Act of Union 
intended to be carried out, namely, that the Bailway Board, 
which consists of three independent members and the Minister 
Chairman, should be the really controlling authority; that the 
General Manager and his staff should be under their control, and 
not, as he is in fact, merely the servant of the Minister ; and that 
the Board should report direct to Parliament, which should estab- 
lish a permanent Kailway Committee on the same lines as the 
existing Public Accounts Committee. 

This official Memorandum, together with other previous utter- 
ances of South African railway authorities, once more goes to show, 
alongside of the experience of Australia, New Zealand, Canada, 
Belgium, ■ Prance, and Italy, that no democratically governed 
State in which the railways are public property has ever yet 
succeeded in keeping railway management out of politics. 


IV . — Chinese Railway Accounts. 

The modernisation of China goes steadily forward, and the 
latest evidence of it is the issue by the Ministry of Communica- 
tions at Pekin of a new set of forms of accounts and statistics 
with instructions that they shall be applied forthwith to all the 
railways of the country. 

Railways in China have been constructed sometimes by the 
Government itself, but more frequently by concessionaires. Some 
of these concessionaires were English, some French, some 
Belgian, and, so far as they produced any comprehensive accounts 
and statistics' at all, they naturally produced them in the form 
to which they had been accustomed at home. The new series 
aims at accuracy and completeness, and also especially at uni- 
formity. They have been drawn up by a Chinese Commission, 
whose Acting Chairman was Dr. Oiling Chun Wang, a graduate 
of Harvard, advised by representatives of the concessionaire rail- 
ways, with, as adviser in chief, Dr. Henry C. Adams, who for 
many years was statistician to the Interstate Commerce Commis- 
sion, and went to China at the special invitation of the 
Government. 
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In the main, as might naturally be expected, the accounts and 
statistics are constructed on American lines. Not a few traces are 
to be found, however, of English influence. For instance, full 
details are called for of “new lines and extensions during the 
year”; “ operating revenues ”• have no corresponding heading, 
“operating expenses,” these latter being broken up between 
“traffic expenses,” according to the English understanding of the 
word, and “running expenses.” Again, the valuable English 
separation of “wages ” and “ materials n is made, though not 
perhaps in as many cases as it might be. It need hardly be said 
that it is found both possible^ and desirable in China, though not in 
England, to produce ton-mile statistics. But it difficult to under- 
stand why the practically meaningless figures, “tons per mile of 
line ” and “passengers per mile of line,” are given in place of “ton- 
miles pei mile of line” and “passenger-miles per mile of line/' 
which latter figures are most valuable as evidence not only of work 
done, but of the density of the traffic on any particular system. 

It should be added that the Chinese Commission has had the 
wisdom to follow the example of the Interstate Commerce Com- 
mission of America and issue very precise instructions as to what 
entries are to .be made under different heads, with a further 
instruction that “In case there should arise any doubt as to the 
interpretation of any heads or items inquiry should be addressed 
to this Department so that all questions may be answered in a 
uniform manner.” Our English Board of Trade has refused to 
adopt a similar procedure. It is understood that a Committee of 
Accountants ha £ been apjiointed by the railway companies them- 
selves to promote uniformity. But the action of such a Committee 
is, in the first place, entirely outside the knowledge of Parliament, 
the Board of Trade, and the shareholders; and, in the second 
;>i;\ce, has no binding authority upon any individual railway. We 
may assume, therefore, that before many years are out matters 
will have reverted here to the old conditions, when a railway officer 
could assert truthfully that the heads of account were so many 
“dirty linen baskets” into which the various items were quite 
casually pitched. 

One point more should be noticed. The schedules and instruc- 
tions are issued both in English and in Chinese. But the English, 
and not the Chinese, is to be taken as the authoritative text till 
such time as Chinese equivalents for the variov^ technical terms 
employed have been decided on and adopted. 

W. M. Acworth 
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The Indian Prices Inquiry. 

In the Journal for December, 1915, Professor Williams 
criticises the base period, 1890-4, adopted in this inquiry by Mr. 
Datta and his colleagues. The ground of the criticism is “that the 
Commissioners have taken a period of good harvests and conse- 
quent low price of food-grains as the base of their comparisons ” 
(p. 615). 

No direct evidence is offered of this statement that prices were 
low. It is said that the misleading nature of a comparison 
between 1890-4 and 1908-12 “becomes apparent when the base 
1890-4 is moved to later quinquonniums” (p. 613). This state- 
ment overlooks the fact that Mr. Datta was appointed by the 
Government of India in 1910 to answer specific questions regard- 
ing the rise in prices “during the past fifteen years ” (p. 611), that 
is between 1894 and 1909 ; moving the basis to a later quinquen- 
nium will not answer those questions, though it will answer others. 
The first point in the inquiry was clearly to determine the level of 
prices prevailing about. 1891. Tf a quinquennium is a fair basis 
for this, the choice lay between 1890-4, the period ending in 
1894, and 1892-6, the period with 1894 in the middle ; this 
question need not be argued, because Professor Williams shows in 
the table on p. 614 that the two periods give about the same 
results (a general average rise of 137 in the first and 134 in the 
second, and with Indian data a difference of three points is not 
significant). Professor Williams does not object that a quin- 
quennium is in itself too short a period, or it might be shown that 
a substantially longer period would introduce great difficulties : the 
period actually taken may, or may not, be one of low prices, but 
it was correctly chosen for the purposes of the inquiry. 

But I cannot agree with Professor Williams that the period 
was one of low* prices of food-grains. It looks so, if you refer 
only to the figures of the years which follow, but in fact it was a 
period to which people in India still look back as representing the 
fair level qf prices at the end of the nineteenth century before the 
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cataclysmic disturbances of the famines of 1897 and 1900. To 
see the period in its proper perspective one must look back as well 
as forward. T have no general tables of prices at hand for the 
pqriocf before 1890, but the following figures for the prices of 
food-grains in a rural district o£ Oudh (which I had occasion to 
compile twenty years ago) give a general idea of their course in 
Northern India; they are calculated to the base period 1861-5, a 
selection which will be understood by students of Indian history, 
and, Indian fashion, they are inverted, showing the quantity of 
grain purchasable for a fixed sum, not the amount of money 
required to purchase a fixed quantity of grain. 


1861-5 (Base period)... 

100 


1881-85 ... .t 

.. 92 

1871-5 

88 


1886-90 

.. 74 

1876-80 

85 


1891-4 (four years) ... 

.. 72 

Tn 1895 we thought 

oursel ves 

on the crest of a wave 

of high 


prices, and now Mr. Williams tells us that our prices were low ; 
in 1895 we were considering whether the land revenue could 
safely be assessed on rents resulting from these abnormally high 
prices, or whether the assessments should be safeguarded against 
a probable fall. 

The fact is, I think, that once prices of grain and pulse (which 
is what people in India mean by prices) had settled after the 
Mutiny they did not rise greatly until about 1885 (the figures for 
.1870-80 given above include the temporary effects of the famine 
of 1877). After 1885 there was a somewhat abrupt, rise, and the 
higher level then reached lasted till about 1890 ; prices returned 
approximately to this level when the disturbing effects of the 
famines of 1897 and 1900 had passed away; then came a further 
rise, and people in India pressed the Government to find out its 
cause ; they wanted to know why prices showed no signs of return- 
ing to the level to which they had become accustomed. Hence 
Mr. Datta’s inquiry. Professor Williams objects that this level 
was unduly low, and I have shown that this was not the opinion 
accepted at the time, and that even if it were the poin*t is irrelevant 
to the inquiry with which Mr. Datta and his colleagues were 
entrusted. 

May I add a few words regarding the inclusion of famine-years 
in periods selected for comparison? Professor Williams includes 
such years without remark; his period of 1890-99 includes 1897, 
his 1899-03 includes 1900, and his 1908-12 includes 1908. The 
usual practice in India is to exclude from selected periods those 
years which w 7 ere characterised by the deep and wdde economic 
disturbance which is quite inappropriately called a famine ; the 
disturbance, though deep and wide, does not last u^der modern 
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conditions, and it is treated as something abnormal, which is best 
disregarded in any endeavour to obtain a connected view of gradual 
economic changes. Professor Williams in effect treats fanzines as 
“normal.” This course would perhaps be justifiable if they 
recurred with approximately equal severity at approximately equal 
intervals, but these conditions have not been fulfilled within 
the modern statistical period ; in treating of India as a whole the 
years which are apt to mislead are 1877-8, 1896-7, 1899-1900, 
and 1907-8, while in dealing with limited areas a watch has to be 
kept for local famines in addition. 

W. H. Moreland 


The Report of the U.S. Bureau of Labour, upon Prices in 
Belligerent and Neutral Countries during the Early 
Months of War. 

In May of last year the Department of Labour of the United 
States Government issued a monograph upon “Foreign Food 
Prices as Affected by the War.” 1 It is based on American Con- 
sular Reports from seventeen European countries, neutrals as 
well as belligerents, including, of course, England. Each Consul 
furnishes comparative tables of the prices prevailing immediately 
before hostilities broke out, and of those obtaining after it had 
continued three months. The dates given are generally July and 
the end of October or the first half of November. The assassina- 
tion of the Austrian Crown Prince having taken place about mid- 
summer, the war had already projected its shadow at the earlier 
date, and therefore may even then have had an effect upon 
markets. In a few instances the comparison is made between 
the autumns of 1913 and 1914, and the further rise taking place 
between November, 1914, and February, 1915, is also shown. 

Except in one or two cases, no estimate of the general advance 
of price throughout the entire area of a country is hazarded, the 
tables almost invariably relating to towns. Even where these 
are of the same nationality, the local rates of increase differ so 
widely that any attempt to arrive at a just estimate for the whole 
country would have been useless, since the results obtained would 
have been untrustworthy, the more so as rural districts are left 
out of count altogether. There is also a lack of uniformity in the 
selection of articles dealt with. It is not easy to perceive the 

1 Bulletin of the United States Bureau of Labour Statistics, No. 170, 
Washington. May 1915. Pp. 129 Ditto. No, 156 Washington, March 
1915. Pp. 397. 
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cause why particulars relating to capital cities should be more 
meagre than those concerning other towns, yet so it is. The 
fullest information comes from Great Britain. The prices shown 
refer principally to articles of food. Coal and petroleum are 
almost the sole exceptions. § 

From these lists some ten articles have been picked out for 
the present purpose as being common to nearly all of them. 
These are bread, flour, sugar, coffee (in England and Russia 
tea), cheese, eggs,, potatoes, beef, mutton, and bacon or pork. 
It has been possible to group together the towns as to which the 
coinpletest devils are given under the two headings of belli- 
gerents and neutrals. These towns are Manchester, Bradford, 
Leeds, Redditch, Marseilles, Limoges, Berlin, Hamburg, 
Vienna, Carlsbad, Petrograd, Moscow, Warsaw, Antwerp, and 
Brussels among belligerents, and Rome, Venice, Naples, Amster- 
dam, Basle, Copenhagen, Bergen, Malaga, and Valencia among 
neutrals. At the date of writing the Report, Italy, it will be 
remembered, was still neutral. The percentage rise of price for 
each article in the several towns has been added up, and the 
total thus obtained, after deducting the percentage of decrease 
occurring here and there, has been divided by the number of 
towns under observation. 

It seems hopeless to conjecture how far the quotient thus 
obtained corresponds to that which would have been derived from 
averaging all the different percentage rates prevailing in all parts 
of each country concerned after weighting them according to the 
proportion of population affected by each percentage, since the 
material for any such computation is entirely wanting. At the 
same time, the present estimate lias a certain value, as indicating 
the extent to which the inconveniences arising from the enhanced 
cost of living occasioned by the war are common to neutrals and 
belligerents alike. The neutral countries referred to in the above 
totals are exclusively European. The percentual variations in 
price which have taken place in a few leading articles in the 
United States themselves are shown separately. They are calcu- 
lated from another publication of the United States Bureau of 
Labour Statistics entitled, “Retail Prices, 1907 to December, 
1914,“ and refer to the general trend of prices throughout the 
States collectively. Lastly, in order to demonstrate the wide 
range of variation in prices even among towns in the same 
country, the percentages given in the Consular Reports from 
several English towns are exhibited. 
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- Percentual Increase in Prices During the First Three 
Months of the War. 
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1 


o-e 
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Countries and 
Towns 

Bread. 

Flour. 

ft 

00 

P 

xn 

Coffee (T 
England 
Russia). 

CheeBe. 

a 

00 

H 

Potatoes. 

Beef. 

Mutton. 

b. Bacon. 
p. Pork. 

Belligerents (in 1 

Europe) 

Neutrals (in 

Europe) 1 

United States ... 

} 15*5 

I 

466 

33 4 

11*6 

7*0 

56*8 

22*6 

10*8 

12*0{ 

b. 20*5 
p. 14*7 

}21-1 

)- 

30*0 

14*5* 

9-4 

160 

5*7 

6*0 

75*7 

58*0 

47*0 h 

-4G*0t 

5*28 

- 5*0f 

f i 

b. Ap. 4*6 

b . 1*3 
p. -13*0t 

England 

1 290 

33*0 

70*0 

, 17*0 

160 

460 

- 14*0t 

11*0 

8*0 

b . 12*0 

Manchester 

90 

— 

600 

nil 

5*0 

51*0 

- 25*0t 

4*0 

8*0 

b. 6*0 

Leeds 


.150 

44*0 

14*0 

17-0 

50*0 

— 

100 

10*0 

b. 26*0 

Bradford ... . 

1 — 

270 

87-0 

— 

33'0 

— : 

— 

— 

— 

— 

Redditch 

170 

33*0 1 

50* 0 

nil 

11*0 

800 

nil 

nil 

nil 

b. 9*0 


* Wheat flour. t Decrease. 

It will at once be noticed that, while with the majority of 
articles the to-be-expected has happened, and prices have risen 
higher in' belligerent than in neutral countries, bread (but not 
flour), eggs, and potatoes have mounted higher in neutral than 
in belligerent countries. Bread, again, has kept within more 
reasonable limits than flour. 

The Be port attempts no interpretation of these phenomena, 
and it is difficult to suggest any further than that the occurrence 
of harvest would tend to keep down the price of bread and 
potatoes, and that it would be easier io corner the supply of flour 
(being in fewer hands) than of bread. Of all the countries, 
whether belligerent or neutral, France appears io have suffered 
the least from an inflation of prices. Her system of a peasant 
proprietary eliminates one factor in the cost of agricultural 
produce, import duties on leading foodstuff s have been remitted, 
and maximum prices for necessaries have generally been fixed 
by the municipalities. Of course, this remark applies only to the 
portions of Fjencli territory exempt from German occupation. In 
sugar the highest rise occurs in England and at Brussels ; in 
bread, flour, and eggs in Warsaw, Carlsbad, and Naples; in 
potatoes in the two .latter towns and Marseilles; and in meat 
and bacon at Brussels, Warsaw, and some German towns. 

How vast is the range in local variations may be inferred 
from a comparison of prices in October, 1913, and twelve months 
later, relating to Berlin and twenty-three other leading German 
towns, furnished by the United States Ambassador at Berlin. 
According to this, the rise in price varies for wheat and rye flour 
between 10 and 50 per cent., for sugar between 7 and 30 per 
cent., for ccffee between 5 and 50 per cent., for eggs between 
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8 and 94 per cent., for potatoes between 9 and 114 per cent, for 
coal between 6 and 50 per cent., for beef between 8 and 28 per 
cent., and for pork between 12 and 40 per cent. Bacon is not 
quoted* Or take the English towns. It is difficult to discover 
the cause for differences so widp between towns so similar in 
situation, industry, and population as Leeds and Bradford. The 
cause of difference between them and Manchester is, on the 
contrary, obvious, for the figures for the latter city are taken 
exclusively from the price list of the local Co-operative Society. 
This suggests the question whether, then, was the much greater 
rise in the general market unavoidable? and the further ques- 
tion whether the specialists consulted by the Government with 
reference to maximum prices included representatives from the 
Co-operative Societies? 

In a few instances an estimate of the total rise in prices for all 
articles is stated. For England this is 13 per cent. ; for Switzer- 
land, 33 per cent. ; for Berlin, 15 per cent., and for Marseilles, 
20 per cent. 

The rise between July and November took place chiefly 
during the semi-panic of the first week or two of the war. In 
the reaction which followed, prices rarely fell to the July level, 
though even this happened in the case of potatoes in England 
and the United States, and of other articles as well at Petro- 
grad. In some instances, the abolition of import duties or a 
collapse in the demand for exported articles, as in France, or in 
the falling off in tourist traffic, as in Norway and Venice, by 
lowering competition, has kept prices down. In Venice the Com - 
mission c di Vigilanza per la Regolarita del Mercato dei generi di 
Prima Necessila is stated to have done good work in maintaining 
prices both moderate and uniform. With this object in view it 
has succeeded in inducing the Government to prohibit the export 
of eggs and potatoes. 

The compiler of the Report endorses the prevalent view that 
the war has inflated the prices of necessaries more than those 
of luxuries. The lists printed in the Report bear out this view 
to a limited extent, since inferior grades have frequently gone 
up more than superior grades of the same article, and, again, 
rye bread and flour have risen more than wheaten. So, too, in 
England cold storage meat has risen in price more than prime 
native meat. But instances may be quoted where the reverse has 
been the case. And, again, in some localities it has been found 
that, where Government has fixed a maximum, either good quali- 
ties sell above that maximum or else the quality is reduced. 
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For a few towns and countries the Report carries its com- 
parison up to February, 1915. Compared with the period imme- 
diately before the war, prices generally in England are said to 
have risen 13 per cent, in large towns and 12 per cent, elsewhere 
by November, 1914, and 23 pej cent, and 20 per cent, respec- 
tively by February, 1915. This estimate is quoted from our own 
Board of Trade Labour Gazette. But as between February, 
1914, and February, 1915, the rise is only 19 and 16 per cent, 
respectively, because the value of dairy produce had fallen con- 
siderably in the interval between February and July, 1914. 
The Dutch Statistical Bureau computes the price of twenty-seven 
articles of food apd household articles to have mounted 6 per 
cent, by November and 11 per cent, by February. In Vienna in 
the latter month the rise in mixed wheaten and black bread had 
reached 75 per cent. ; of flour and sugar, about 100 per cent. ; 
eggs, 129 per cent. ; and potatoes, about 67 per cent. The average 
prices in fifty Prussian towns are stated by the Berlin Bureau of 
Statistics- to have risen 43 per cent, for wheaten flour, 70 per 
cent, for rye flour, 92 per cent, for rice, 9 per cent, for salt and 
sugar, 6 per cent, for coffee, 11 per cent, for anthracite, 6 per 
cent, for petroleum, and 7 per cent, for milk during the twelve 
months ending February, 1915. An American pacifist delegate 
touring in Europe last May considered the Viennese much more 
“hard up” than either Berliners or the citizens of Budapest. 

The actual prices of some of the articles in Prussian towns were 
as follows : — Eggs, each, 3 d. ; loaf sugar jxt lb., 3d. ; rice, 5 d. ; 
butter, Is. 5 Jd. ; and bacon (at Berlin in October) , lljd. Com- 
pare these with the Manchester Co-operative prices early in 
November for the same articles respectively : — 2d., 4 d., 3d. to 4 d., 
Is. 5 d. to Is. 6 d., 11 d. to Is. Id., and the difference will be found 
to be not excessive nor always to Germany’s disadvantage , 
assuming the accuracy of her statistics. Wheat flour in German 
towns was 3fi. per lb. in February against 2\d. in England in 
January. 

The concluding statement in the Report that “the hardship 
caused by the increased cost of living has in many cases been 
aggravated by a decrease of purchasing power among the work- 
ing classes ” cannot be held to apply to our own country in view 
of the enormous wages now earned, however true it may be of 

some other lands. 

( 


C. H. d’E. Leppington 
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OFFICIAL REPORTS 

* 

Official Reports.*^ 

Report of a Sub-committee of the Advisory Committee to the 
Board of Trade on Commercial Intelligence with respect to 
measures for securing the position , after the War , of certain 
branches of British Industry. [Cd. 8181.] 1916. Price 2 Jd. 
Reviewed above. 


Statement of Measures adopted to Intercept the S^a-bornc Com- 
merce of Germany. [C<^. 8145.] 1915. Price Id. 


Royal Commission on the Natural Resources , Trade , and Legisla- 
tion of certain portions of II. M . Dominions. Memorandum 
on the Food and Raw Material Requirements of the United 
Kingdom. Memorandum and Tables as to the Trade 
Statistics and Trade of the Self-Governing Dominions.. [Cd. 
8123 and 8156.] 1915. Price Is. and 2s. 

Report of Committee appointed to inquire into the circumstances 
connected with the alleged recent increases in the rental of 
small dwelling-houses in Industrial Districts in Scotland. 
Evidence and Appendices. [Cd. 8111 and 8154.] 1915- 

Price Id. and Is. * 

A report by Lord Hunter and Professor W. R. Scott. “At 
Whitsunday, 1911, the number of vacant houses in Glasgow was 
13,178, a percentage of 5’69. By Whitsunday, 1915, the number 
had fallen to 8,998, a percentage of 3*88.” In October, 1.915, the 
number of houses in Glasgow available for munition workers was 
estimated at 2,851. Some measure of the influx of workers is 
obtained from, the numbers employed by Messrs. Beardmore : — 
duly, 1914, 11,194; October, 1915, 16,542; eventually, 23,320. 
“It is clear that the position is one in which the ’demand for 
workmen’s houses is growing rapidly, while circumstances are 
held not to warrant a supply being produced commercially under 
war conditions to meet the demand.” 

Interim Report on an Investigation of Industrial Fatigue by 
Psychological Methods , by Professor A. F. Stanley Kent. 
[Cd. 8056.] 1915. Price 4 \d. 

Health of M unition Workers Committee : - ~ 

Memorandum No. 1. Report on Sunday Labour. |Gd. 8132.] 
1915. Price Id. 

No. 101. — VOL. XXVI. K 
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Memorandum No. 2. , Welfare Supervision. [Cd. 8151.] 1915. 
Price Id. 

Memorandum No. 3. Industrial Canteens. [Cd. 8133..] 1915. 
Price Id. 

Clyde Munition Workers. Report of Lord Balfour of Burleigh 
and Mr. Lynden Macassey. [Cd. 8136.] 1915. Price Id. 

Return of Gases heard before Munition Tribunals from their 
inception up to November 21th, 1915. [Cd. 8113.] 1915. 

Price Id. 

To be reviewed. 

Report of the Ontario Commission on Unemployment. Toronto, 
1916. 

An exhaustive study of local conditions. Part I., Report. 
Part 11., Data regarding Unemployment in Ontario. Part TIL. 
Studies .of Keprcsentative Women’s Employments. Part TV., 
Evidence. To be reviewed. 


The Retirement of Prof. Waonek, of Berlin. 

On January 26tli, 1916, Adolf Wagner delivered Ins last lecture 
and retired from the chair he had occupied for just over forty-six 
years. For two generations he taught economics at Berlin, and 
crowds of Prussian civil servants and administrators, numerous 
lawyers, and not a few of the more intelligent military leaders 
who are now running the German Government, came under his 
influence and had their economic outlook shaped by his teaching. 
We in England have lately heard much of Treitschke as an 
academic force in Berlin which moulded latter-day Germany. It 
is not too much to say that Adolf Wagner was just such another. 
His class-reoms were thronged, more especially his “public” 
lectures, for which the large hall at Berlin hardly sufficed to 
contain all those who came to learn. 1 attended his courses in 
1904-5, and well do I recall the appearance of the Aula during 
his famous lectures on Socialism. Every one of the seats was 
filled, crowds lined the walls, and even the steps had their 
occupants. 

Tt is a little difficult to define wherein lay Wagner’s influence. 
One must have heard him to understand it. But above all the 
student was struck by his insistence that ethical standards must 
of necessity be applied to economic phenomena. That appeared 
to be a cardinal doctrine with him, and will explain why he 



1916] THE RETIREMENT OF PR<!)F. WAGNER, OF BERLIN 131 

became a “Socialist of the Chair.” He saw the good aspects of 
private enterprise ; he admitted the validity of, and accepted many 
of the theorems propounded by, the Marxians. His position was 
somewhere between the two. He held that private property was 
justified only up to a certain poipt ; that the economic oppression 
of the weak by the strong was wrong. Accordingly he advocated 
socialisation by the State. Lands and forests should be nation- 
alised ; so should the means of transport by land and water : so, 
too, should banking and insurance work. State monopolies of 
certain articles of universal demand, such as salt and coal, were 
likewise to be advocated. In a word, Wagner was a Stale 
Socialist ; and the older he "became the more convinced a State 
’“"Socialist he grew — to the grief of the Conservative party, one of 
whose pillars he had been in the ’eighties. 

To the English student much of what he pleaded for sounded 
like Ruskin — but it was a gruffer, harsher tone that was heard. 
Wagner’s raucous voice helped to intensify this feeling ; so, too, 
did his outward appearance, with his two sets of spectacles, the 
one worn over the other. In this Wagner was so different from 
his equally famous colleague, Scliinoller — Schmoller the debonair, 
the courtly member of the Prussian Upper House, with his appeal- 
ing smile and his slow phrasing. Wagner was like a torrent 
rushing down a stream. But there was feeling behind the rugged 
exterior. When he spoke of Germany’s future, when he of the 
old world bade his pupils who were the new generation take 
heart for Germany’s development, when he comforted them for 
the successes of* Social Democracy, the tears trickled down his 
cheeks. 

Of the English classical economists he always held a high 
opinion. Mill more particularly received his warmest praise. 
Next to Rodbertus and Schaffle, to whom he confessed he owed 
most, he placed John Stuart Mill and Adam Smith (“ Smiss ” he 
always caHed him). “Gentlemen,” he used to say, m and out of 
season, “you must learn English in order to read ‘ Smiss’ in the 
original.” It was probably due to the influence of the British 
masters that he always spoke of his subject as “Politische 
Okonomie ” and did not use the term generally current in 
Germany, “Nationalokonomie.” 

But if he admired the English classical economists, he hardly 
laved England. If v the truth must be told, Wagner, like 
Treitschke, was a Prussian Chauvinist, and British Imperialism, 
no less than French nationalism, was an abhorrence to his soul. 
“Last time it was five milliards, next time it will be twenty-five,” 
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be remarked at one of his lectures, speaking of the French 
indemnity of 1871. Like Treitschke, he worshipped the State, and 
this, it must be confessed, vitiated his undoubted inclination to 
introduce ethical standards into economic considerations. l3id he 
not always lay stress on the “caritative ” forces in economics? 
Readers will find a full treatment of the idea in his “Lehrbuch der 
Politischen Okonomie” (first edition issued in 1870). Of his other 
works it is unnecessary to speak here ; they are well known to 
economists and students of banking and finance. His work on 
" Public Finance” is perhaps the fullest treatment of the subject, 
and stands as a monument to Wagner’s learning. After all, 
whatever may be thought of him as & politician, there is no doubt 
that as a scholar he will rank high. His jingoism, his con- 
servatism, his anti-semitism will be soon forgotten ; but Wagner 
the economist will long maintain his dominion in the vrorld 
of learning. 

Wagner was born at Erlangen on March 25th, 1835 ; he taught 
in Vienna, Dorpat, and Freiburg before he came to Berlin in 
1870 ; and the close of a teaching career of fifty-eight years, forty- 
six of which were at one university, deserves to be noted in the 
Economic Journal. M. E. 
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The following libraries have been admitted to subscribing 
membership : — 

Adam Smith Class Library, Glasgow 
Department of Statistics, India. 

Handelshogskolans Bibliotek, Sweden. 


Mb. P. Mukherji; formerly Assistant to the Minto Professor 
of Economics in the University of Calcutta, has been appointed 
an Additional Professor of Political Economy and Political 
Philosophy in th& Presidency College, Calcutta. 

— T-#— — * 

* • 

])r. J. W. McIlraith contributes the following notes on 
wholesale prices in New Zealand : — 



Foods. 

August, 1914 

115 

Year 191 1 

118 

Year 1915 

1 16 

Dec. 1915 

149 


Other 

Commodities. All Commodities. 
( 1890 - 1899 = 100 ) 

122 119 

1H0 123 

149 148 

160 156 


A rise of 30 per cent, in each group. 

Farm product). Other Commodities. 


August, 1911 

140 

109 

1914 

144 

112 

1915 

193 

125 

1 >ee. 1915 

203 

132 


A rise of 45 per cent, in farm products, but of only 21 per cent, 
in others. 

August, 1911 

1914 

1915 

] )ec. 1915 


Animal products Other farm 
only. products. 

161 113 

163 120 

187 200 

195 213 


“ J ust before the war the price level was falling. Despite the 
war — and yet because of the war — a period of extraordinary 
prosperity has ensued, modified to some extent by a semi-drought 
and a partial lack of shipping. A rise in price of 45 per cent, in 
the produce New Zealand sells is only slightly offset by a rise of 
21 per cent, in the produce she buys.” # 


The first number of the Indian Journal of Economics , to be 
issued quarterly by the Department of Economics in $he Univer- 

S* % * 
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eity of Allahabad, under the editorship of Professor H. Stanley 
Jevons, appeared in January. Its principal contents are noted 
below. But members of the Boyal Economic Society will wish 
that more particular notice should be taken of the initiation of 
so admirable a venture. The journal is primarily intended to 
provide a medium for the publication of articles on Indian 
Economics by writers of academic standing or authoritative 
position. It will enable authors cognisant of Indian affairs to 
make or criticise proposals for legislative or social reform. Every 
work on economics henceforth published in India will be critically 
noticed. The general appearance and arrangement of the journal 
are on the usual jnodel of learned quarterlies. All who are in- 
terested in the economics and the progress of India will warmly 
welcome its appearance, and are invited to assist in establishing 
it on a stable basis by addressing an annual subscription of sixteen 
shillings to the Head Clerk, Economics Department, The 
University, Allahabad, India. 



RECENT PERIODICALS AND NEW BOOKS. 


The Quarterly Review . 

January, 1916. War Relief and War Service. Milligent Fawcett. 
The efficient action of various “War Help” Societies — of which 
a catalogue is given by Helen D. Smith (Murray) — including 
the administration of the National Belief Fund, is exhibited. 
Societies which were already organised, with machinery all in 
readiness, such as the Young Men’s Christian Association and 
the National Union of Women Suffrage Societies, were particu- 
larly helpful. A “ soul of goodness ” will have been extracted 
from the evils of war if there are established better relations 
between capital and industry, and the admission of women into 
professional and industrial occupations for which they are 
proving their capacity. 

Edinburgh Review. 

January, 1916. The Mobilisation of Industry for War. A. Shad- 
well. The Ministry of Munitions inaugurated an efficient 
organisation for the manufacture of munitions; the demand for 
which was unprecedented owing to the large proportion of the 
population armed, the rapidity with which shells and other war 
materials are used up, and the unprepared condition of the 
industries pi*>ducing requisites for the Army. 

The Contemporary Review. 

December, 1915. Sources and Methods of Paying for the War. 
Prof. A. C. Pigou. War-costs being measured by the services 
which citizens employed in war would have rendered but for the 
war, several popular misconceptions are rectified. The sources 
of payment are (a) the future — trenching upon capital, actual or 
potential; ( b ) tne present — producing more or consuming less. 
Economy in imported goods is not much more advantageous 
than economy in home-made goods. By economising in home- 
made goods wc can create so much new capital goods in 
England. The real advantage — modifying the rate of inter- 
national exchange in our favour — is small. The value of any 
economy for war purposes is not to be measured by the value of 
the peace services dispensed with — e.g ., those of highly special- 
ised female singers. The methods of payment are foreign loan, 
taxation, internal loan of “existing money,” and currency 
inflation, whether produced by the creation of abnormal bank 
credits or otherwise. The distinction between borrowing and 
taxing is not coincident with that between future and present 
sources. Taxes may take funds which would have been invested 
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productively ; loans may consist of funds which would have been 
consumed unproductively. But loans are more largely sub- 
scribed to by the rich; and the rich are more apt to capitalise 
than the poor. Prima facie , then, the methods of inflution, 
taxation, and loan form a scale of diminishing share of burden 
on the future, increasing share on the present. But by seriously 
reducing the consumption of the poor personal capital is reduced. 
There is thus an argument in favour of loans against taxes on 
the poor and inflation (which falls heavily on the poor)— but 
not against taxes on the rich. The Problem of Economy. 
Polite s. Let us not curtail our spiritual pleasures — munitions 
of the soul. Salvation will come, not by saving alone, but also 
by increased production. “ When we produce we are in the 
conquering vein.” Women's Industry during r and after the 
War. Miss N* Adler, L.C.O. 

The Nineteenth Century. 

January, 1916. Death Duties and Income Tax. Harold Hop- 
good. It is proposed that all estates should pay up to the 
various limits the same rates of duty, and that only the excess 
above those limits should be taxed at the higher rates. A 
similar proposal is made as to income tax, and that only earned 
income should be entitled to the benefit of the lower rates. 
Some other suggestions as to both taxes deserve consideration. 

Fortnightly Review. 

January, 1916. J. A. R. Marriott. A glance at the things 
demanded for the successful prosecution of war — including a 
modicum of entertainment necessary for tired workers — is fol- 
lowed by a survey of supply, showing the parts played by 
organisation and labour in providing our materials of war. 

The Round Table. 

March, 1916. The editor continues his instructive discussion of war 
economies. New' ground is broken in an article on women in 
industry, dwelling on the anomaly of tw r o classes of workers — 
some five million women and tw r o and a half times that number 
of men — working side by side at different rates of remuneration. 

Board of Trade Labour Gazette . 

December, 1915-February, 1916. These numbers, like those pre- 
ceding, publish statistics of the retail prices of food in the 
United Kingdom and foreign countries compared with earlier 
periods. The last published statistics, February, 1915, show 
a rise of average prices, weighted according to working-class 
expenditure, in the United Kingdom of 47 per cent, compara- 
tively with July, 1914. In Berlin the rise of food prices has 
been 83 percent. Also many of the articles quoted are only 
purchaseable in limited quantities. In Vienna the rise has been 
113 per cent. The Gazette continues to present lucid abstracts 
of current reports relating to the interests of labour; for instance, 
the numerous memoranda issued by the Health of Munition 
Workers’ Committee. 
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Bankers 9 Magazine. 

December, 1915. The Excess Profits Tax. A. H. Gibson. Has 
ifre yield been greatly underestimated? 

January, 1916. War Finance. A. H. Gibson. A critical analysis 
of the methods by which tfae war has been hitherto financed 
leads up to suggestions for the future. War and Finance. 
Address by Lord Inchcape to the Bankers' Institute. 

February, 1916. Probable Effects of the War on London's Position 
as a Free Gold Centre. H. V. Burrell. A Year of the New 
American Federal Reserve System. A. D. Noyes. The new 
facilities have scarcely been utilised hitherto. London Bankers' 
Clearings in 1915. 

March, 1916.* Bankers on the Situation. Speeches at the annual 
meetings. South African Finance and Banking , 1915. D. P. 
Morgan. An Index Number for Stork Exchange Securities. 
li. W. Western. Based on the valuation of Stock Exchange 
securities which has appeared monthly in the Bankers' Magazine 
or in a predecessor for the past thirty-one years: — 

1885 ... 93 1900 ... 104 1913 ... 90 

1890 ... 100 1905 ... 103 1914 ... 86 

1895 ... 103 1910 ... 96 1915 ... 78 

Statistical Journal. 

January, 1916. Lord Welby ■ an Appreciation. Sir Algernon 
West. Human Capital and the Cost of the War. Harold 
Boag. The opinions of leading economists are cited. 

Indian Journal of Economics . 

January, 1916. Agricultural Banks in India. I). E. Wacha. The 
Indian Cotton Trade. J. A. Todd. The Ain-i-Akbari, a Base- 
line for tl*r Economic History of India. W. H. Moreland. 
Indian Factory Legislation. S. Tl. Fremantle. The Teaching 
of Economics. H. S. Jevons. 

Quarterly Journal of Economics (Boston). 

November, 1915. The Progiess of Pecuniary Valuation. Charles H. 
Cowley. Workmen's Compensation in the £ Jniiecl States. 
Willard C. Fisher. 

French Finance during the Great War. Raphael George L£vy. 
The gold in the Bank of France has been increased by afflux 
from private hoards to some 4 J million francs (£180,000,000) 
from 4 million. It has become possible to double the note 
circulation. Meanwhile the deposits of the Bank have nearly 
trebled ; while the silver held by the Bank has decreased from 
about 700 million francs to half that sum. The high level of 
exchange with America — aggravated by the paucity of travellers 
in France — is temporary. To meet the expenses of some 1,870 
million francs (£75,000,000) per month the shrunken ordinary 
receipts had to be supplemented by borrowing, of which details 
up to, not including, the consolidating loan are given. To meet 
the interest of heavy loans there must be an incre^pe of existing 
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taxes. Among other suggestions is to give up to private com- 

- panies railroads at present worked by State officials, and to levy 
a tax on internal navigation hitherto free. Price Maintenance 
in the Boot Trade . H. E. Tosdal. The Californian 8'asual. 
C. H. Parker. Infant Mortality . H. H. Hibbs. Social 
Insurance. E. M. Woodbury. 

Journal of Political Economy (Chicago). 

December, 1915. The Panama Canal and Transcontinental Rail - 
road Rates. Stuart Daggett. A Setback for the Waterways 
Movement. H. G. Moulton. Reform of Forest Taxation. 
W. Compton. 

January, 1916. Probable Financial aryl Industrial Effects after the 
War. T. E. Burton. The writer anticipates a desire on the 
part of returned soldiers to “ leave the charnel-house of Europe 
and come to America.” American capital will be in demand. 
The centre of the world’s finance may shift from the banks 
of the Thames to those of the Hudson. “In the future we 
must be leaders in the world’s civilisation ” ; a part not played 
by the Europeans who talk about boycotting the goods of the 
enemy after the war. The Trade in War Materials . 
S. Matthews. The immense manufacture of war material in 
America, the increase of Government activity in Europe, and 
other aspects of the trade suggest serious questions. Disloca- 
tions in the Foreign Trade of the United States resulting from 
the European War. L. C. Sorrell. The considerable changes 
in the volume of the total trade and of trade w T ith specified 
countries ( e.g. f the exports to Great Britain in the fiscal year 
ending June, 1915, exceed the preceding year by more than 
50 per cent.); changes in the volume of trade in specified 
commodities and with specified countries : these and other 
changes are exhibited with the aid of tables and diagrams. 

• 

The American Economic Review (Boston). 

December, 1915. The Expansion of Europe in Population. W. F. 
Willcox. The addition of 650,000,000 to the world’s popula- 
tion — now about one billion and two-thirds — is' the best measure 
and the best justification of the expansion of Europe. Third 
Factor in Variation of Productivity. G. P. Watkins. The 
“load factor ” — a term suggested by the supply of electricity — 
forms a third to the “ proportionality ” and the density factor. 
Economic Aspects of Japanese Immigration. H. A. Millis. 
A large immigration of Japanese labour, both cheap and well- 
organised, would affect economic standards more than the 
incoming of Europeans. Agricultural Credit Legislation. 
G. E. Putnam. 

Monthly Review of the U. S . Bureau of Labour Statistics. 

This review, replacing the bi-monthly bulletin discontinued in 1912, 
will publish results of original investigations, legislation by 
States or Congress, and other matters bearing on the interests 
of labour. E.g., the third number, September, 1915, sum- 
marise% reports on the condition of women in industry and 
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several States, and exhibits changes in retail prices of food in 
different countries, a subject continued in subsequent numbers. 

Other % publications of the Bureau are: — 

Effect of Minimum Wage Determinations in Oregon (July, 
1915). Wages and Hours of Labor in the Hosiery and Under- 
wear Industry (August). W%,ges and Hours of Labor in the 
Boot and Shoe Industry, 1909 to 1914 (August). Industrial 
Poisons used in the Rubber Industry (October). 

Annals of American Academy (Philadelphia). 

November, 1915. This number is devoted to War Budgets. 

* L’Egypte Cqntemporaine (Cairo). 

January, 1916. La Guerre ct ses consequences * economiques pour 
VEgypte . A. Eid. Pcur la repression de Vusure: Notes sur 
la lot espaqnole en vue de son adaptation pour VEqijpte. Don 
E. G. de Herreros. 


Journal des Economist es (Paris). 

November, 1915. Le credit britannique et la guerre. Yves Guyot. 
La Thcorie de la productiritc finale et le profit. M. Bellom. 
Referring to Prof. J. B. Clark’s theory. 

December, 1915. L'emprunt 5% de victoire. A. Barriol. 

January, 1916. Le Marche financier en 1916. A. Raffalovich. Un 
programme d'cconomies budgetaircs. G. Schelle. 

Revue a 1 Economic Politique (Paris). 

SeptembeRt-December, 1915. La diminution de la population 
adulte male en Europe. A. Girault. Among other social con- 
sequences are noticed those due to the rupture of equilibrium 
between tlie^exes. The vote may justly be claimed for widows 
of soldiers. Un rapport official allcmand sur les causes de 
prets de guerre. Cn. Rist. A summary of the report com- 
municated to the Reichstag on May 14th, 1915, by the Vice- 
Chancellor Delbriick. The Darlehnhassen have not been a 
decisive factor in the success of the German loans. The note 
issue of the Reichsbank has been guaranteed by the accumula- 
tion of gold. La crise economique en Suisse durynt la guerre. 
H. Phonier. * 


Scientia (Milan). 

1915, No. XLIV. — 6. The Problems of the Future Peace. R. Muir. 
A criticism of Prof. Rignano’s scheme for avoiding war. 

Vol. XIX., No. XLVI. — 2. Les depenses de la guerre et leurs 
consequences economiques. Charles Gide. The expense of 
the war is much greater, yet the war has lasted much longer, 
than had been estimated. There is little to hope from the 
enemy's want of money, nor to fear from our own want thereof. 
Not bankruptcy, but famine is the danger. But the losses 
which threaten exhaustion are not to be measured by the 
money expended, since many payments represent transference, 
not destruction, of goods. The money measure, *too, is ex- 
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paneled. Besides, much that is spent in war would have been 
spent on luxury. Neither the want of money nor of things will 
terminate the war. Reflexions et provisions hpropos de la guerre. 
Aciiille Loria. Professor Loria anticipates a loss of inter- 
national fellowship, an exclusiveness which will rehabilitate the 
Ricardian theory of international trade; also a dislocation of 
industry which will result in widespread unemployment. He 
advocates clearing off the burden of debt at one stroke by a 
huge contribution from property. He looks for the abolition 
of that capitalistic organisation which has brought on us the 
evils of war. 

Giornale degli Economisti (Home). 

« 

November, 1915* Tcoria dclV interesse. G. del Vecchio. 
Accumulation depends on a variety of elements not admitting 
of economic calculus. La politico commerciale italiana. A. 
Fraschetti. Una tcoria delV urbanism o . F. Vinci. 

December, 1915. Tcoria dclV interesse. G. del Vecchio. Con- 
tinued from November and concluded. Problemi Finanziari 
della guerra. Dr. Marshall's doctrine of maximum satisfaction, 
Prof. Pigou's development thereof, and other refined theories 
are employed in reasoning about the super-taxation of war 
profits. 

January, 1910. II concetto d'utilita economica. .Roberto A. Murray. 
Referring to his former article (October, 1915), the writer con- 
tinues to argue that the conception of economic utility is objec- 
tively indefensible — a conclusion which he thinks will have an 
important influence on the future orientation of economic studies. 
11 concetto di transvariazionc . C. Gini. Let there be n groups 
of quantities, and let A* be a mean of the quantities in the 
A th group; then if any one of the quantities in the A th 
group minus R has a sign contrary to A* — /?, there is said to be 
a “ transvariation M between the A tb group and the quantity R 
with respect to the mean A *. On this definition are based 
elaborate constructions in mathematical statistics. La politica 
commerciale italania. A. Frasciietti. A continued history. 

La Rijorma Social e (Turin). 

November-December, 1915. Le relazioni della economia politica 
con la guerra. F. Y. Edgeworth. A translation of the lecture 
reviewed above. L' economia Britannic a in tempo di guerra. 
W. R. Scott. A translation of the presidential address to 
Section F of the British Association. La flnanza Britannica. 
A translation of an article in the Candid Quarterly Review for 
November, 1915; with a laudatory introduction by Prof. L. 
Einaudi. 

Dvr Schweizer Volkswirt: I/Economiste Suisse (Zurich). 

October, 1915, No. I. This is the first number of a new monthly, 
written partly in French but mostly in German. The editor, 
W. Eggensch wyler, proposes to study the economics of war, 
with special reference to Swiss interests. The subsequent 
numbers maintain this character. 
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NEW BOOKS. 

English. 

Anthonisz (J. 0.). Currency Reform in the Straits Settlements. 
London and Singapore: J. Little and Co., 191.'). l’p. 160. 3s. fid 

[To be reviewed.] 

George (D. Lloid). Notes on the Employment of Women on 
Munitions of War. With an Appendix on Training of Munition 
Workers. Issued by the Ministry of Munitions. 1916. Pp. 94. 

[Tlic Minister of Munitions, in the preface, explains that this book has been 
prepared by an expert engineer who visited workshops in which the dilution 
of labour is in operation The book is full of photographs, accompanied with 
explanations of the operations which are now being performed by women in 
munition factories, though hitherto solely by skilled men.] 

Ellinger (Barnard). The Position of the Doctrine of Jjaissrz- 
fuirc after the War. Manchester. 1915. Pp. 24. 

[Presidential address to the Manchester Statistical Society, November, 1915.] 

Fraser (Malcolm). Report on the Cost r,f Living in New 
Zealand, 1891-1914. Prepared under the authority of the Govern- 
ment of New Zealand by M. Fraser, Government Statistician. 
Wellington: Mackay. 1915. Pp. 168. Is. 

[An inquiry into the course of retail prices, 1891-1914, and tables showing 
the increases during the war. Retail prices being weighted according to 
consumption, there are ascertained simultaneously the change in the level of 
prices and in the cost of living. Both rose considerably in the years preceding 
the war and in, the months following. K.g . , the comparative costs of an 
average weekly house consumption of certain foodstuffs rose 16*5 per cent, 
between July, 1914, and August, 1915.] 

Hoaue (R. F.). Scientific Management and Labor. New York 
and London: Appleton. 1915. Pp. 802. 6s. net. 

Ingram (J. K.). A History of Political Economy. New and 
enlarged edition, with a supplementary chapter by Prof. W. R. 
Scott, and an introduction by Prof. R. T. Ely. London: A. and 
C. Black. 1915. Pp. xix + 315. 7s. Q>d, net. 

[Reviewed above.] # 

Kirkaldy (A. W.). Credit Industry and the War. Being 
reports and other matter presented to the Section of Economic 
Science and Statistics of the British Association for the Advance- 
ment of Science. Manchester. 1915. Edited by A. W. Kirkaldy, 
Professor of Finance in the University of Birmingham. With a 
preface by W. R. Scott, Adam Smith Professor of Political Economy 
in the University of Glasgow. London : Pitman. 1915. Pp. 268. 

[Reviewed above.] 

Lawson (W. R.). British War Finance, 1914-15. (Second 
edition.) London: Constable. 1915. Pp. 381. 

Millioud (M.). The Ruling Caste and Phrensied Trade in Ger- 
many. With an introduction by Sir Frederick Pollock. London: 
Constable. Pp. 159. 4«. Qd. net. 
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Mukherji (Panchanandar). Indian Constitutional Documents 
(1773-1915). Calcutta : Thatcher, Spink and Co. 1915. Pp. 473. 

[A useful compilation of documents, preceded by a historical introduction. 
The author was Assistant to the Minto Professor of Economics in the Calcutta 
University.] 

Mukherji (P.). The Government of India Act. Calcutta : 
Thatcher, Spink and Co. 1915. Pp. 68. 

[A supplement to the last-named work for inclusion in which the India 
Act of 1915 came too late.] 

Muzumdar (N. M.). The Study of Indian Economics. Bombay. 
1915. Pp. 28. As.2. 

JA lecture delivered before the Bombay Students’ Brotherhood, with a list 
of nooks and official publications.] 

Robertson (DifNNis Holme). A Study of Industrial Fluctuation. 
London : P. S. King. 1915. Pp 285. 

[To be reviewed.] 

Snelling (W. E.). Income-tax Tables and Guide to the Deduc- 
tion of Tax from Dividends, Interests, &c. London : Pitman. 1915. 
Pp. 177. 58. net. 

Turnor (Christopher). Our Food Supply : Perils and Remedies. 
“Country Life.” Pp. 171. 2s. 6d. net. 


American . 

Barnes (Charles B.). The Longshoremen. New York : Survey 
Associates. 1915. Pp. 287. 

[The evils of casual employment are exposed.] 

Bengtson (N. A.) and Griffith (D.). The Wheat Industry. 
New York: The Macmillan Co. 1915. Pp. 341. 

[The book purports to be for use in schools.] 

Cahn (H.). Capital To-day : A Study of Recent War Develop- 
ment. London and New York : Putnam. 1915. Pp. 313. 

Hepburn (A. Barton). A History of Currency in the United 
States. New York : The Macmillan Co. 1915. Pp. 552. 

[An elaborate history of American money ; concludes with a very brief 
description of currency systems in other countries.] 

Maaz (J^sse) and Gannaway (John W.). Comparative Free 
Government. New York : The Macmillan Co. 1915. Pp. 753. 

North (Cecil Clare). The Sociological Implications of Ricardo’s 
Economics. Chicago : University Press. Pp. 65. 

[A doctoral dissertation.] 

Shaw (Arch. W.). Some Problems in Market Distribution. 
Cambridge (Mass.) : Harvard University Press. 1915. Pp. 119. 

[A reprint of articles in the Quarterly Journal of Economics , preceded by 
an introductory chapter on the nature of business activities.] 

Slingerland (W. H.). Child Welfare Work in Pennsylvania. 
New York : Russell Sage Foundation. 1915. Pp. 352. 

[A co-operative study of child-helping agencies directed by Dr. Slingerland, 
agent for the child-helping department of the Russell Sage Foundation.] 
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Slingerland (W. H.). A Child Welfare Symposium. New 
York: Russell Sage Foundation. 1915. Pp. 138. 

[A supplement to the last-named work.] 

Su^ercaseaux (G.). A Common Monetary Unit for America, 
Santiago de Chile: Imprenta Universitaria. 1915. Pp. 26. 

[“Subject of the preliminary programme treated by the second Pan-American 
Scientific Congress held in Washington, 1915.” Proposals on the analogy of 
the Latin Union.] 

Taussig (F. W.). Inventors and Money-makers. New York:"* 
The Macmillan Co. 1915. Pp. 135. 

[On the relations between economy and psychology. To be reviewed.] *• 

Zueblin (Charles). American Municipal Progress. New York: 
The Macmillan'Co. 1915. Pp. 522. 

[Typical instances of municipal progress in America — for instance, the institu- 
tion of police-women — are recorded and discussed.] 


French 

Hauser (Henri). Les Mtdhodes Allemandes d ’Expansion 
]5conomique. Paris : Colin. 1915. Pp. 280. 

Laoiiapeli.e (Georges). Nos Finances puidant la Guerre. 
Paris : Librairie Colin. 1915. Tp. 306. Fr. 3.50. 

[A study of French War Finance. Reviewed above.] 

Mastow (Pierre). L’evolution de l’Economie nationale. 
Traduit par J. Schapiro. Paris : Giard. 1915. 

[Translated from the Russian.] 

Rist (Charles) Nos Ressources financieres. Paris. 1915. 
Pp. 16. 

[Reprinted from* La Revue de Paris, December, 1915.] 


German 

Eltzbacher (Paul), Edited by. Die deutscho Volksemahrung 
und der englische Aushungerungsplan. Braunschweig: F. Vieweg. 
1915. Pp. 196. M. 1. 

[A collection of essays by various writers. Reviewed above. 3 


Italian. 

Arias (Gino). Porti Italiani e porti del Nord. Rome. 1915. 
Pp. 12. 

[Reprinted from Rivista dalle Societa Commercials..] 

Arias (Gino). La nostra Guerra e gli elementi della Uicchozza 
Italiana. Firenze : Tipografia Domenieeena. 1915. Pp. 26. 

[Extracted from La nostra Guerra.] 

Carello (G,). La cosmopolis. . . . Turin. 
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Cassola (C.). La propriety e la distribuzione delle ricchezze. 
Milano : Vallerchi. 

Graziani (A.). Le future conseguenze economichq> della 
guerra. Bologna: Zanichelli. 

[An extract from Scicntia republisl^ed.] 

Griziotti (Jenny). La Siberia come paese di esportazione. 
Borne : Athenaeum. 

Masci (G.). La rondita idraulica. Milano : Vallerchi. 

Moresco (M.). J1 patrimonio di S. Pietro. Turin: Bocca. 

Mazzasella. Studii di etnologia Giuridica. Catania. 

Preziori (G.)« La Germania alia conquenta dell* Italia. Con 
introduzione del Prof. Maffeo Pantalconi. Florence: Della Voce. 
1010. Pp. 272. 

[A second edition, entirely rewritten.] 


Heckscher (E. F.). Swedish State Finances. Stockholm. 
1915. Pp. 17. 

[Reprinted from Sweden, Historical and Statistical Hand Book — a Govern- 
ment publication.] 

Heckscher (E. F.). The Economics of the Great War: A 
Study of Modern Economic Life under the Influence of the War. 
Stockholm : Norsteat and Somers. Pp. 243. 

_ [The author is Professor of Political Economy at the University College 
of Commerce, Stockholm. "Hie book is described in the preface as rather an 
attempt to explain comparatively well-known facts relating to the Economics 
of the War, than a narrative of economic events during the War.] 

Swedish Banking Companies, 1824-1915. Published for the San 
Francisco Exhibition by the Swedish Banks Association. Stock- 
holm : Svenska Bankforen ingen. 1915. Pp. 27. 

[A brief record of prosperity.] 

The Fifteenth Financial and Economic Annual of Japan. 

1915. 

[The statistical excellence which characterises former numbers of this series 
is well maintained in the fifteenth issue, of which the interest is enhanced by 
reference to th« initial effects of the war For the first time — except the panic 
year of 1908 — there was a considerable decrease both in exports and imports. 
But the war expenses of Japan were defrayed without borrowing, without 
moratorium, restriction of convertibility, or other emergency measure.] 
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JUNE , 1916 

THE ECONOMIC INFLUENCE OF THE WAR ON THE 
UNITED STATES. 

I. 

When the economic history of the Great War comes to be 
written one of the most interesting chapters will relate to its 
effect upon the United States. At the outbreak of the war 
the economic conditions in the United States were far from pro- 
sperous and the outlook by no means roseate. The long-continued 
depression had not yet come to an end and the industrial future 
had been much beclouded by the enactment of the new tariff law. 
The immediate effect of the declaration of hostilities was the 
closing of the Stock Exchange and the fall in the rate of American 
exchange on Great Britain. Moreover, the trade prospects were 
dubious. The possibility of interference with commerce by all of 
the belligerents caused the timorous to look forward to extremely 
low prices for both of the great staples, wheat and cotton ; while 
the continued shrinkage in railway earnings and the uncertainty 
caused by the passage of the anti-trust laws contributed another 
element to business depression. The sugar-beet interests and 
the Louisiana sugar planters had almost resigned themselves to 
what they thought would be an inevitable ruin caused by the 
impending removal of the sugar tariff. About the only ray of^ 
light on the horizon came from the enactment of the Federal 
Reserve law ; but even this was too recent to afford any consider- 
able prospect of speedy relief. 

After the lapse of a few months, however, the situation began 
to change, and before long the unexpected results of the Euro- 
pean situation brought about a veritable revolution of business 
condij^ns. In this revolution there were three distinct stages. 
The first movement, which set in toward the end of 1914, was 
the prodigious impetus given to the export of raw materials, such 
No. 102. — vol. xxvi. i> 
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as cereals , and of certain manufactured articles and other commo- 
dities needed for war purposes, primarily, meats, horses, mules, 
barbed wire, clothing and motor lorries. In the case of 'cereals, 
there was a bumper crop which now sold at high prices, and the 
export of which to the Allies sfton met with no interruption from 
hostile cruisers. The rise of the general price level, which would 
no doubt have continued unabated for well-known reasons, was 
now accentuated by this great increase of demand abroad. The 
only exception to the incipient prosperity was in the case of 
cotton, where the falling off of the German demand caused a 
lowering of prices and a holding back of stocks But even this 
proved to be a' blessing in disguise, for it led to a widespread 
movement throughout the South to restrict the area of cotton 
planting, and thus brought about a transition from the one-crop 
system to a method of variegated production, as in the other 
portions of the Union. 

The second stage in the development occurred with the 
placing of the huge orders for munitions of war, financed in part 
by the half-billion loan of 1915. It was not long before these 
enormous orders not only tested to their utmost capacity all 
the metal factories, but led to the increase of facilities on a huge 
scale and to the building of new munition plants, which brought 
with them a prodigious growth in the population of many cities 
and towns. By the summer of 1915 this movement was in full 
cry, and from that time up to the present has continued in almost 
unabated vigour. 

The third stage in the development was the reaction of the 
above movements on the community in general. The immense 
profits of the farmers were reinforced by another bumper crop in 
1915 and by a continued high price of cereals. On the other hand, 
owing to the movement mentioned above, the cotton crop of 1915 
was held down to a much lower level than in the previous year, 
and the price of cotton accordingly rose, despite the continued 
absence of the German demand. To the extent, moreover, that 
**the South now produced cereals instead of cotton, it prospered 
correspondingly. Side by side with the gains of the farmers there 
now came the great profits to the producers of munitions and 
other materials of war, together with an increase in the wages 
of the operatives. This rise in the purchasing power of the 
public, coupled with the growth in the output of the basic indus- 
tries, soon spread to the rest of the productive field and before 
long to the media of transportation, until there ensued a veritable 
congestion of railway facilities. By the autumn of 1915 the 
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prosperity, present and expected, reflected itself in the great wave 
of speculation on the Stock Exchange, and from that time to the 
present writing all the marks of a business “bam” have made 
their appearance. 

A few statistics may be presented in order to bear out the 
above statements. First, as to agricultural products. Large as 
were the crops of 1914, they were vastly exceeded by those of 
1915, and despite the increased yield prices ranged so high that 
the value cf the crops was markedly greater than before. This 
is apparent from the following table : — 

0 Percentage Percentage 

of increase • of increase 

Yield. over 1914. Value. over 1914. 

Corn bu. 3,054,525,000 14-3 $1,755,859,000 1-9 

Wheat bu. 1,011,505,000 13-4 930,302,000 5.9 

Oats : with barley, 
rye, and buckwheat 

added bu. 1,640,362,000 34 0 555,569,000 11-2 

Total (for six 

(cereals) bu. 5,908,370,000 19 1 3,417,932,000 4-9 

Hay tons 85,225, 000 21-5 912 320,000 17 0 

Cotton ... bales 11,161,000 -44-5 602,393,000 14-6 

Potatoes bu. 359,103.000 -12-2 221,104,000 11 0 

T otal of fifteen crops, including those next in 
value, viz., apples, tobacco, sweet potatoes, 

sugar beets, rice, and flaxseed 5,538,370,000 8 0 

The next point to be emphasised is the enormous output of 
war materials. This can best be shown by the amount of exports. 
From August, 1914, to the end of January, 1916 — a period just 
about covering eighteen months of the war — the exports of war 
materials were as follows : — 


Explosives 


... $214,662,647 

Horses 


.. 115,096,929 

Leather 


... 108,848,525 

Auto trucks ... 


71,588,576 

Brass manufactures 


64,522,343 

Wool 


... 55,916,059 

Zinc „ 


... 46,793,006 

Shoes 


38,884,497 

Mules 


... 26,817,711 

Harness 


... 21,312,737 

Barbed wire 


18,657,798 

Firearms 


17,069,582 

Lead 


14,616,227 

Auto tires 


14,221,114 

Aeroplanes 


6,172,781 

Horse-shoes 


3,543,504 

Motor cycles 


3,183,689 


Total ... 

... $841,867,125* 


or 17% of the total 
exports for that 
period. 


The effect of this situation upon general business conditions 
during 1915 can be realised from the following figures : Bank 

L S 
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clearings amounted to $186,079,731,746, an increase of 20*8 per 
cent, over the preceding year. The gross receipts of the railways 
(162 roads with a mileage of 222,163) for the calendar year 
1915 were $3,053,664,661, an increase of only 4*6 per cent, over 
the preceding year because of the comparatively late period when 
the “boom” struck the railways; but the net operating earnings 
for 1915 amounted to $955,664,313, or an increase of 25*2 per 
cent, over the preceding year. The production of pig-iron in 
1915 was 29,796,000 tons, an increase of 27*9 per cent, over the 
preceding year ; while the output of iron ore was about 55,000,000 
tons, an increase of 32*8 per cent, over the preceding year. The 
earnings of the general industries may be typified by the two 
following tables : — 

AMERICAN SMELTERS CO. 

1915. 1914. 

Operating earnings ... ... $8,235,906 $5,320,867 

Total income 9,397,120 6,152,972 

Charges 2,827,625 2,193,368 

Surplus 6,569,495 3,959,603 

UNITED STATES STEEL CORPORATION. 

1915. 1914. 

Earnings $140,250,06 6 $81,746,517 

Net income 97,967,963 46,521,408 

Surplus net income after deducting 
interest and premium on bonds and 
dividends of 7% on preferred and 
3% on common stock 

The situation as it existed at the end of 1915 can be illustrated 
by the changes in foreign trade. The annual excess of exports 
over imports for the past ten years has varied between 350 and 
650 million dollars (with the exception of 1910, when it fell to 
187 millions). During the calendar year 1915, however, exports 
amounted to $3,547,480,000 and imports to $1,778,596,000, or 
an excess of exports of $1,768,883,000. Europe paid for this by 
shipping to the United States during that year about 425 millions 
in gold and about one billion dollars in securities ; while, on the 
other hand, the United States loaned to Europe about the same 
amount, namely, one billion dollars. 

In only one respect do we find a great reduction, and that is, 
of course, in immigration. The comparative figures here are as 


follows : — 

1913. 1914. 1915. 

Immigrant aliens 1,387,318 688,495 258,678 

Non-immigrant aliens 229,585 159,536 68,963 

Total 1,616,903 848,031 327,641 

Emigration 598,946 588,378 284,636 
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In other words, while in 1913 there was a net surplus of over 
one million arrivals, in 3915 there was a net surplus of only 
slightly over 50,000. 

While the above figures for 1915 are stupendous, the march 
has been even more rapid during *the first quarter of 1916. The 
anthracite coal shipments of the nine leading railways in the 
eastern fields increased during the first three months of the year 
from 14,258,807 tons in 1915 to 17,708,007 tons in 1916. The 
output of steel rails in the same period rose from 525,000 tons in 
1915 to 1,478,000 in 1916. During the month of Maich alone the 
comparative figures are 150,000 in 1915 and 1,100,000 in 1916. 
The production of pig-iron during 1 he month of March increased 
from 2,063,834 tons in 1915 to 3,337,691 in 1916, and the present 
outlook is that there will be a production of wellnigh forty billion 
tons during tlie year, figures unheard of in the history of the world. 
The unfilled orders of the United States Steel Corporation were 
at t-hc beginning of April, 1916, 9,931,000 tons, more than double 
the figures of a year ago. The daily average of bank clearings 
for the first three months of the year vras as follows : — 


January 
February 
March . . . 


1915. 

$460,194,000 

472.670.000 

443.693.000 


1916. 

$713,358,000 

704.526.000 

679.028.000 


The railway earnings have been correspondingly large and the 
pessimistic feeling of a year or two ago lias given place to hopeful 
expectation. Finally, the exports from the United States for 
the first eight months of the fiscal year — that is, from July 1, 
1915, to March 1, 1916 — amounted to $2,586,301,570, making it 
probable that the exports for the entire fiscal year will aggregate 
the enormous sum of four billions of dollars, with an excess of 
exports over imports of probably over two billions. 

This remarkable prosperity has been attended by an 
unexampled rise of prices which has been most marked in the 
last few months. According to Dun’s index number the change 
has been as follows : — 



Jan. 1. 

April 1. 

July 1. 

1913 ... 

120-8 

— 

116 3 

1914 ... 

124-5 

— 

119-7 

1915 ... 

124-1 

— 

124-9 

1916 ... 

137-7 

145-7 

— 


In other words, there has been an increase in the price level of 
about 20 per cent, since the outbreak of the war and of at least 40 
per cent, since 1906, and this increase has been most marked in the 
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recent months. This may also be illustrated by the following 
prices of iron and steel products : — 

o 

Jan. 6, 1915. Jan. 5, 1916. April 12, 1916. 

$• $. $• 

Bessemer billets c x 9 32 45 

Tank plates ... 1 10 2-25 3*75 

Wire rods 25 40 60 

It is apparent from the above figures that the effect of the war 
in the United States has been to produce a period of unexampled 
prosperity that is reflecting itself in every part of the body 
economic. To the student, however, who attempts to look 
beneath the surface there are two problems of commanding 
importance. The first is what are the disadvantages, if any, 
which tend to counterbalance the obvious benefits that have been 
recounted above? And, in the second place, what is the prospect 
for the future? To what extent is there likely to be a reaction 
from this fever of prosperity, and how far is it probable that the 
United States will remain in the field as a competitor of Gfreat 
Britain in the export either of goods or of capital? 

II. 

Among the disadvantages which counterbalance in part the 
prevailing prosperity four are worthy of attention : the labour 
market, the influence of high prices upon certain industries, the 
shipping situation, and the South American trade. 

So far as the labour market is concerned, the United States 
is now passing through a critical period. As in all periods of 
rising prices, wages are lagging behind. It is a familiar fact that 
while the value of land is always the last to respond to any sudden 
increase in the general price level, wages occupy a position 
midway between ordinary commodities and real estate. The 
influence qf the present burst of prosperity upon land values has 
scarcely declared itself as yet. The great depression under which 
New York City, for instance, with its $8,000,000,000 of land 
values, has been labouring, is only slowly disappearing, and is 
largely responsible for the fiscal difficulties in both the State and 
the City of New York. Tn the case of the labour market, however, 
the tendency toward an increase in the wage rate has been con- 
siderably strengthened by the falling off in immigration, as noted 
above. Nevertheless, despite repeated advances of wages in the 
metal industries, in the textile industries, and elsewhere, real 
wages are still sensibly lower than they were a few years ago. The 
country is at present in the throes of a twofold wage struggle, an 
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important dispute in the anthracite coal mines of the East, and 
the nation-wide movement on the part of the railway employees 
to secure, under the guise of an eight-hour law, what is virtually 
an increase of wages. Before these lines are printed either or 
both of these disputes may have come to a head ; and while every- 
one hopes that the contest will be amicably settled, the possibili- 
ties of trouble on a hitherto unknown scale are by no means elimi- 
nated. If the war and the rise of prices continue we may have 
to look forward to other labour disputes on a gigantic scale. 

The second result of prosperity and the rise in prices has been 
to check certain kinds of consumption and to hindei the progress 
of certain industries, the raw materials of which are becoming 
too costly. Many examples, both small and large, might be 
mentioned. Thus, for instance, the attempt to carry out the 
reform in the disposition of ashes and garbage in the city of New 
York has been completely stopped by the impossibility of securing 
covered carts from the manufacturers, who are so busy with muni- 
tion orders that they refuse such relatively unimportant commis- 
sions. Again, the great rise in the price of gasolene so seriously 
threatens the automobile industry that frantic attempts, thus 
far unsuccessful, are being made to secure the substitution of a 
cheaper fuel. Finally, the immense increase in the price of struc- 
tural iron lias virtually put a stop to the building industry in the 
city of New York ; and what few large apartment houses are now 
being planned are of the non-fireproof type. This will evidently 
have a double effect. By restricting the progress of improvements 
it is diminishing the basis of valuation for local taxation, and will 
thus mean a higher tax rate in the near future, thereby rendering 
still more acute the local fiscal crisis. In the second place, it will 
lead to a distinct deterioration in the housing facilities for the 
city of New York. Many other examples, of which the above are 
chosen at random, might be presented to show the unfortunate 
results of the advance of prices. Of the embarrassments to the 
recipients of all fixed salaries and of the influence on the security 
market it is needless to speak. 

The third point to which attention should be directed is the 
shipping industry. The United States is waking up to the extent 
to which it is dependent for commercial prosperity on Great 
Britain. Notwithstanding the prodigious increase of freight rates 
the situation is far less acute than it would otherwise be, because 
the American farmer has secured an advantage in the European 
market as compared with his Argentine or Indian competitor. 
This is apparent from the following table, which shows the cost 
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of shipping a bushel of wheat from various countries to Great 


Britain : — 

Feb. 1914. Feb. 1915. Feb. 1916. 

*. *. $. ' 

United States 0-0(H 0-24 3/8 0-58 3/4 

Argentina 009£ 0*43 1/4 1*08 

India 012 ( 014£ 0*90 


In other words, while prices have everywhere advanced enor- 
mously, they have advanced relatively less for shipments from 
the United States. Despite this fact, the lack of shipping facil- 
ities has been a serious embarrassment. With over half of the 
British merchant marine commandeered for military purposes and 
with a growing percentage destroyed by the submarine campaign 
the diminution in available tonnage has been so great as at inter- 
vals to create a considerable congestion at the chief ports and to 
interfere seriously with the course of trade. Even this, however, 
would not have sufficed to engender the present movement— since 
the burden of the delay and of the increased cost is borne largely 
by the foreign consumer — were it not for the great wave of 
sentiment for “national preparedness” which has been 
sweeping over the country. It is coming to be recog- 
nised that while from the point of view of mere dollars 
and cents it may have paid the United States to invest 
its capital elsewhere, and to allow Great Britain with its 
cheaper facilities to do most of the c arrying trade, a merchant 
marine is important, not only for economic reasons, but also as a 
naval auxiliary. The people of the United States have about 
made up their mind that a great merchant marine must in some 
way be reconstituted and the consummation of the plan is delayed 
only by the inability of the two political parties to decide on a 
practicable scheme. That some form of Government aid is im- 
perative is now rather widely recognised. In entertaining this 
opinion its advocates point to the famous passage of Adam Smith, 
where, in adverting to the fact tiiat the Navigation Act may have 
been dictated by natural animosity, he proceeds to say that its 
provisions “are as wise as if they had all been dictated by the 
most deliberate wisdom.” “As defence,” says Adam Smith, “is 
of much more importance than opulence, the Act of Navigation is 
perhaps the w r isest of all the commercial regulations of England.” 
This is coming to be the opinion of the United States. But 
whether our Navigation Act is to take the form of Government 
subsidies and national preference, as the Kepublicans desire, or 
whether, on the other hand, it should assume the garb of Govern- 
ment ownership through a Government Board, as the Bill now 
pending in Congress provides, is as yet undecided. Whatever 
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the final plan may be, the movement for the reconstitution 
of the merchant marine is a direct outcome of the present 
war. « 

The fourth point adverted to above is the failure of the United 
States fully to utilise its opportunities in South America. The 
complete cutting off of the German export trade to South America 
and the great diminution of British exports conjoined to give the 
United States an opportunity to capture a foreign market which 
may possibly not return for a century to come. The depression, 
indeed, in the South American countries, which took the form of 
a decrease in their powers of consumption as a result of the war, 
would, in any event, have proved a temporary obstacle. But with 
the gradual resumption of normal conditions it would have been 
possible for the United States with comparative ease to step into 
the gap caused by total withdrawal of Germany and the partial 
withdrawal of Great Britain. It is not to be denied, moreover, 
that certain preliminary steps were soon taken in the United 
States towards this end. While the National Foreign Trade 
Council, as organised in 1914, devoted itself primarily to a larger 
merchant marine, the Chamber of Commerce of the United States, 
the American Manufacturers’ Export Association, and the 
National Association of Manufacturers took up the general pro- 
blem. The Federal Trade Commission has been considering as 
to how far if might be advisable to procure an amendment of the 
Sherman Anti-Trust Act in order 1o permit American producers 
to form combinations designed to maintain foreign sale agencies. 
The Bureau of Foreign and Domestic Commerce has in its publi- 
cations sought to emphasise the possibilities of an increased trade 
with South America; and last, but not least, the National City 
Bank has availed itself of the Federal Reserve Act to establish 
branches in Brazil, Uruguay, and Argentina. Similar considera- 
tions prompted the formation of the American International Cor- 
poration with a capital stock of $50,000,000, and in close relations 
with the National City Bank, designed to promote the investment 
of American capital in foreign industry. 

This may seem an impressive catalogue. Compared, however, 
with what might have been done, the movement is insignificant. 
The truth is that virtually all the banks and most of the factories 
have been so busy making money out of the huge war orders 
that they have signally failed to take advantage of this un- 
exampled opportunity in South America. A more short- 
sighted policy of sacrificing the future for the present it is perhaps 
difficult to find. To what extent the new methods, had they 
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been introduced, would have permanently supplanted the British 
and the German interests in South America is, of course, a ques- 
tion that deserves far more extended consideration than # it is 
possible to give it in these pages. But to the economist 
who is concerned with the more t permanent as well as with the 
immediate factors of the situation, the failure of the United States 
to utilise a golden opportunity is as lamentable as it is probably 
welcome to the commercial interests of its competitors. 


III. 

When we come finally to speak of the outlook for the future 
we are treading upon dangerous ground. Of all kinds of specula- 
tion, economic speculation is proverbially the most hazardous 
because of the possible emergence of new and unanticipated con- 
ditions. It may, however, be worth while to throw out a few 
suggestions on the possible future development of the United 
States as regards (1) the financing of foreign trade, (2) the capital 
market, (3) the wages situation, and (4) economic relations to 
Great Britain. 

In reference to the first point there has been much wild talk 
of the supplanting of London by New York as the world’s finan- 
cial centre. Revolutions of this kind do not occur overnight. 
Attention may, however, be directed to the recent history of the 
Federal Reserve Act. With respect to what has been accom- 
plished in the internal trade of the United States this is not the 
place to speak, further than to stale that the Act has already 
accomplished in many directions far more than even its enthusias- 
tic advocates had hoped. But as regards foreign trade, a good 
beginning has been made in the development of a discount market. 
There has already been created a volume of bankers’ acceptances 
which, although still relatively small, it would normally have 
taken years to develop. At the beginning of the European war 
the customers of some of the larger American banks found them- 
selves cut off from their London credits and sought similar credit 
facilities in New York. The American banks soon adjusted them- 
selves to the new conditions, and now accepted under special 
arrangements the very same kind of foreign bills which they had 
hitherto been buying and transmitting to London for acceptance. 
In New York City, up to the present, only about a dozen banks 
have done any substantial acceptance business ; but the number 
is gradually increasing and the custom is fast spreading to the 
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other centres. 1 Not only are we no\ in some measure financing 
our own foreign trade, but we are b< ginning to finance the trade 
of (Jther countries as w r ell. Dolla : exchange is becoming an 
assured fact. The longer the war uasts, and the more pronounced 
the movement toward the creafti< n of American bank branches, 
agencies, and correspondents abi >ad, the nearer is the time when 
New York will become an important settling centre, like London, 
and when dollar exchange will become as current in con.nu xial 
and financial circles as the pound sterling. This must , however , 
he a slow process, and at best it means, not the displacement of 
London from its position as the world’s financial centre, but the 
creation of a new competition which may become even more 
serious than that of Berlin in recent years. 

In this problem of the world’s financial centre the most im- 
portant element , however, is the volume of loanable capital for 
investment abroad. Here, indeed, there have been important 
changes. The United States has entered upon the world market 
and has loaned in 1915 about a billion dollars abroad ; while Great 
Britain, instead of lending money (except in the shape of Govern- 
ment assistance to its Allies) not only has been borrowing from 
abroad, but lias been selling most of its American securities. If 
the war continues much longer Great Britain will probably have 
to take another step, and, unless it succeeds in reducing its con- 
sumption to the level of its diminished production, will probably, 
after the exhaustion of the American securities, have to part with 
its South Americans. In ordinary circumstances this would 
be a serious step because of the undoubtedly close connection 
between foreign investment and foreign trade. And it is not at 
all impossible that Great Britain may prefer to borrow, if possible, 
from the United States on the security of its South American 
investments, rather than to part with them outright. But what- 
ever the immediate effects of a continuance of the war may be, it 
is to be remembered that in all probability the United States has 
not yet, under normal conditions, reached the stage where it will 
be profitable to export capital on a large scale. The great Ameri- 
can empire is still only half developed. Jt still needs tens of 
billions of capital to complete the railway system and to develop in 
the areas which are even yet not reclaimed by irrigation or by 
drainage the great industries which will surely one day cover 
the continent. While the opportunities for profitable investment 

1 This whole development is admirably sot forth in a recont pamphlet by 
Pierre Jay, Chairman of the Board of Directors of the Federal Reserve Bank 
of New York, entitled : Development of cl Discount Market and its Relation to Our 
Foreign Trade 
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pf capital within the country remain so alluring as they are likely 
to remain for another generation, it scarcely seems probable that 
the United States will prove a formidable competitor of Great 
Britain and Germany on the capital market of the world. The 
foreign investments of the United* States will no doubt gradually 
increase, especially in Central America, and to a certain extent in 
South America, but the extraordinary and abnormal conditions of 
the war will in all likelihood not be the permanent ones for the 
next generation or two. 

The third point to be considered is the probable future of the 
labour market. A thorough treatment of the w<ages problem 
would obviously include two series of influences, the first com- 
prising those which deal with general conditions of production, 
apart from labour, but which necessarily have an effect, both 
direct and indirect, upon wages ; the second dealing with those 
causes which more specifically influence labour itself as a pro- 
ductive force. 

Of the general influences, the most important are obviously 
the trend of land values, the future supply of capital, and the 
general price level ; while in the second class of considerations 
there would be included such factors as (1) competition, (2) effi- 
ciency of labour, (3) combination of labour, and (4) social 
legislation. 

Even a cursory treatment of these problems would require a 
separate article. 1 We shall have to content ourselves here with 
a short statement of that aspect of the problem which may be of 
especial interest to Europe, namely, immigration. 

On this point there are evidently two possibilities. One is 
that emigration to the United States will be checked by the Euro- 
pean demand for labour. The immediate result of the conclusion 
of peace is likely to be an attempt on the part of each of the 
belligerents to repair some of the ravages of the conflict by a con- 
siderable increase in output. Not only will much of the slack in 
production have to be taken up, but the actual diminution of the 
population by the casualties of war may mean a smaller working 
force. The increased supply of labour, together with the aug- 
mented demand for the products of industry, might thus diminish 
the trend to immigration. 

The argument on the other side, however, seems to be stronger. 
For not only is it likely that the shortage of male workers will be 
compensated by the retention of women, but the disparity between 

1 This treatment has been attempted by me in a recent article, entitled 
“ Wages After the War,” published in the Annalist, New York, Volume vii, 
p. 168 . 
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European and American wages is not likely to be changed for some 
time to come. For if there is to be prosperity in Europe because 
of i4s need for increased production, it is not at all unlikely that 
we shall have prosperity in the United Stated because of the 
greater European need for our# raw material. The same forces, 
therefore, which are apt to increase European wages would be 
likely to augment American wages, and our relative attractive- 
ness as a haven for the workmen would then continue for some 
time to come to be what it was before the war. 

Moreover, it must be remembered that our immigration has 
of recent years been primarily from the non-industrial countries, 
like Russia,* Eastern Europe, and Southern Italy. There is 
nothing to lead us to suppose that there will be any great and 
sudden industrial prosperity in these parts of the world. German 
and British emigration will no doubt continue to be small, but the 
economic motives affecting the Russian and the Italian and the 
Austrian emigrant are not likely to change much in intensity. 
Added to all this is the probability that the average peasant in 
Eastern Europe will be glad to escape from a position in which he 
may be called upon soon again to suffer the horrors of war in a 
cause which he scarcely comprehends. Thus a general political 
motive will be added to the undiminished economic motive. 
Finally, we must not forget the restlessness which experience 
shows is apt to overtake the members of a disbanded army, accus- 
tomed as they are to the freedom and irregularity of a martial 
life. 

The net result of all these considerations is likely to be a con- 
siderable increase in the tendency to emigration. While it is 
certain that the United States will still need for some time to 
come a large addition to its working force, if industrial 
progress is to continue at the existing rate, it is likely that 
the great wave of immigration after the w T ar will be checked by 
some form of restrictive legislation, a Bill for whirjh is even now 
pending in Congress. If the golden mean is happily struck we 
shall not have immigration enough to pull down the general wage 
level, but just enough immigration to render possible a con- 
tinuance of business prosperity. 

Without being at liberty to enter upon a fuller discussion here, 
we may be permitted to state that both the general and the par- 
ticular causes that have been at work for some time in the United 
States in bringing about a higher rate of wages may be expected 
to continue to operate with more or less undiminished force in the 
future. It is only in the unlikely event of either a great depres- 
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sion of business or an unchecked wave of immigration that this 
movement will be arrested. We say in the unlikely event, 
because the American people may be expected to guard against 
either a dumping of European products or a dumping of human 
beings on our shores. With reasonable forethought and intelli- 
gence we may expect to look forward not only to a rise in the 
wage scale, but also to an increase in that industrial prosperity 
which will spell higher profits as well as higher wages. 

The last topic to be considered is the one on which speculation 
is the most hazardous, namely, the future economic relations of 
the United States and Great Britain. It is obvious that in con- 
sidering the past and present of the economic relations between 
the two countries there are four points, in each of which the 
happy conjuncture of events has made the relations not only close, 
but profitable to each country. These are respectively, (1) 
foreign trade, (2) the merchant marine, (3) international credit 
facilities, and (4) the investment of capital. 

In each of these points there has been, in the main, co-opera- 
tion. For over a century Great Britain has been supplying the 
United States with manufactured products and has taken in return 
raw materials, with obvious resultant benefits to both countries. 
For over half a century Great Britain has done the carrying trade 
for the United States to the manifest advantage not only of Great 
Britain, but also of the United States, which found at home a 
more profitable opening for its investments. For wellnigh a 
century London has been the financial centre of the world, and 
the United States has not begrudged settling its balances with 
other countries in sterling, for the simple reason that it possessed 
no similar banking facilities abroad. Finally, and above all, for 
over three-quarters of a century Great Britain has supplied the 
United States with much of the capital that it needed for its 
economic development ; and while the profits have been large to 
the British, the advantages have been still greater to the 
Americans. 

The cold-blooded, scientific inquirer will, however, ask what 
are the prospects of the continuance of this situation and what 
will be the influence of the war? The answer must be that in 
certain respects at least the situation is bound to change. In 
the first place, with reference to foreign trade, the war will indeed 
only strengthen a tendency wdiicli has been manifest for some 
time. The industrial development of the United States has 
recently brought about a marked diminution in the export of food- 
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stuffs ; and it is not unlikely that America will soon become an 
importer, rather than an exporter, of cereals. On the other hand, 
with* every succeeding decade our manufactured products assume 
a larger place among our exports. This tendency will probably 
be still further enhanced by the* fact that for some time after the 
conclusion of peace Great Britain as well as the other belligerents 
will be busy in taking up the slack of production for home con- 
sumption. The period of the nineteenth century when Great 
Britain virtually enjoyed a monopoly of industrial output and the 
United States was the great provider of raw material has come 
to a close. Ij, is likely that in the decades to come Great Britain 
will find a gradually sharper competition on the part of the United 
States in the neutral markets of the world, and in particular 
lines perhaps even in the home market. 

Again, as we have seen, it is not improbable that the United 
States will in the near future build up a merchant marine of its 
own even at an economic sacrifice ; and to the extent that this 
is accomplished, the shipping profits of Great Britain will 
obviously be diminished. In the same way, the beginnings of 
dollar exchange, to which we have adverted above, point to a 
period when the profits of London as the financial centre of the 
world will, indeed, not be seriously threatened, but at least sub- 
stantially reduced by American competition. 

While in the above three respects we may look forward to a 
new and increased competition in the immediate future, it is 
likely that, in so far as concerns the foreign investment of capital, 
the period of active competition between the United States and 
Great Britain will be postponed for another generation at least. 
For, as we have pointed out, there is still too much work to be 
done at home to render probable a surplus for abroad. It is, of 
course, by no means certain that there will be an immediate 
resumption of the old economic relations between Great Britain 
and the United States ; for the longer the war Continues, the 
more complete will be the sacrifice of British investments in the 
United States. It may take some time for the old conditions 
to be restored. But even when they are restored it will in all 
likelihood not be very long before the United States will begin to 
send its investments abroad at an increasing rate. 

It would be an inviting field for the economist to speculate on 
the political effects of these impending economic changes. In the 
relations of Great Britain and the United States there have been 
three stages. In the first stage, when Great Britain still followed 
the Colonial and protective system, and when it sought to 
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subordinate the national aspirations of America to its own ends, 
the result was disagreement, culminating in the Eevoluton of 
1776 and again in the war of 1812. The second stage was ushered 
in with the adoption of the free-trade policy by England, which, 
under the^ peculiar economic conditions of the United States, 
spelt prosperity for both Great Britain and the United States 
and engendered continually closer relations, with the spread of 
mutual affection and good will. The third stage, which is just 
now beginning, is that of an increasing economic competition in 
lieu of the preceding co-operation — competition for neutral 
markets, competition for shipping profits, competition for 
banking facilities, and, before long, competition for foreign 
investments. What the political results of this new stage 
of economic life will be is as yet shrouded in mystery. Will 
Great Britain cling to its free-trade policy, which was framed 
under conditions when the old competition had been defeated, or 
will it revert to certain phases of the protective, neo-mercantilist, 
and nationalist system of earlier times? And, on the other hand, 
what will be the corresponding policy of the United Sates and 
what will be the effect upon the world at large? 

To answer these questions is obviously impossible. But 
whatever the answer may be, it is reasonably clear that the next 
half century will witness the development of a new stage in the 
economic relations of the two countries, and that the historian 
of the future will point to these new relations as among the most 
important effects of the Great War. Not alone for Great Britain 
and her present Allies, not alone for Germany and her associates, 
but for the United States as well, whether she keeps out of the 
war or not, the present gigantic conflict means a sensible altera- 
tion for weal or for woe of its future economic life. 

Columbia University. Edwin R. A. Seligman 



BRITISH AND GERMAN EXPORT TRADE BEFORE THE 

WAR. 


The present time would appear to be opportune for a brief 
comparison of British and German trade before the war. A 
general impression is prevalent that German progress has of late 
years been considerably greater than our own. It is desirable 
to see how far this impression is borne out by the available 
statistics, and whether the figures disclose an increasing severity 
of German competition generally, or in certain directions only. 

A comprehensive survey of the trade statistics was published 
in Volumes IV. and V1T. of the Economic Journal by Mr. 
A. W. Flux. The inquiry was carried down to about the year 
1894, and related not merely to the trade of Great Britain and 
Germany, but embraced also that of other Continental nations 
and of the United States. It is proposed in the present paper 
to deal only with the exports of the United Kingdom and of Ger- 
many between the years 1895 and 1913 — the last year for which 
we possess complete information as to Germany’s foreign trade. 

This period of nineteen years may conveniently be grouped into 
averages of four periods — three of five and one of four years. 
The first figures to be noticed are those of the total foreign trade 
(exclusive of bullion), which are as follows : — 

Total Exports (millions of £). 

Average of 1895-1899. 1900-1904. 1905-1909. 1910-1913. 


United Kingdom 

.. 300’0 

356-6 

462-5 

581-2 

Germany 

.. 197-9 

251-8 

340-1 

460-0 

Balance in favour of U.K. .. 

. 102-1 

104-8 

122-4 

121 2 


These figures, as well as those to be subsequently given, do 
not include the exports of the United Kingdom to Germany, or 
vice versa . The direct trade between the two countries has been 
excluded in order to deal only with competition in foreign 
No. 102. — VOL. XXVI. 
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markets. The preponderance of British exports in the first 
period is really slightly greater than appears above, since the 
export of new ships was first included in the British statistics in 
the year 1899, while it found a place in the German figures two 
years earlier. The United Kingdom export of ships in 1899 was 
about nine millions in comparison with domestic exports of 255 
millions, and if we assume similar proportions in the years 1897 
and 1898, we shall have to add about 3 millions to the yearly 
average, which will thus be about 303 millions, or 105 millions 
in excess of the German figure. 

The figures of the total trade of both countries give due weight 
to the re-exports, which form one of our most considerable com- 
mercial assets, and their transport is really as much a domestic 
industry as any other. Lacking this item, the “special exports,” 
or exports of the domestic produce of the United Kingdom, appear 
in a less favourable light in comparison witli those of Germany. 

Special Exports (domestic produce only). 

Average of 1895-1899. 1900-1904. 1905-1909. 1910-1913 


United Kingdom 

.. 239-6 

289-2 

377 4 

474 2 

Germany 

. 181-3 

235-6 

314-2 

425-7 

Balance in favour of U.K. . 

.. 68-3 

53-6 

63-2 

48-5 


A slight correction has to be made, as before, for the export 
of new ships in the first period. A change in the method of 
recording the exports of the United Kingdom (from countries of 
immediate to countries of ultimate .destination) has also to be 
taken into account. From 1904 to 1912 the Statistical Abstracts 
give both sets of figures, and a detailed comparison shows that 
the results, so far as concerns the totals that will be dealt with 
in this paper, are only very slightly affected. The chief altera- 
tions are a considerable fall in the exports to Belgium, almost 
exactly balanced by the exports to Switzerland, which appears 
for the first time in 1904 as one of the countries of export. The 
difference between the two sets of figures in no case reaches as 
much as a million sterling (or about a quarter of one per cent, of 
the total), and in most cases amounts only to one or two hundred 
thousand pounds. 

So far the results appear to indicate that while our total 
exports have been pretty well maintained throughout, there has 
been a not inconsiderable falling behind in the case of the purely 
domestic exports in the last of the four periods. It is to be 
observed, however, that this is not due to any slackness on our 
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own part — for the increase of British exports is more than main- 
tained throughout — but to a special spurt which our rival appears 
to ha^e made in the four years preceding the wor. In the last 
year the German imports, which had reached a figure of over 
525 millions in 1912, were nearly* stationary at 529 millions, but 
the exports increased by more than 40 millions ; the imports of 
bullion increased by 110 millions, and the exports of bullion 
decreased by about 40 millions. It may be safely conjectured, 
I think, that the activities of the last four years were not purely 
commercial. 

In any case,, it is not sufficient to look at the figures in the 
lump merely. It is necessary to dissect them in order to ascer- 
tain their real significance. The first great division into which 
they fall is into the trade with European and non-European 
countries respectively. Russia will be included in the first and 
Turkey in the second group. Taking the European countries 
first, we find the figures to be as follows : — 

Special (Domestic Produce) Exports to European Countries 

(millions of £). 


Average of 

1895-1899. 

1900 1904. 

1905 1909. 

1910-1913. 

United Kingdom 

.. 64-5 

76-2 

97-4 

121-6 

Germany 

.. 100-3 

128-7 

179-0 

255-9 

Balance ayainst the U.K. 

35*8 

52-5 

82-2 

134-3 


The superiority and uniform progress of Germany as regards 
the trade with European countries is clearly indisputable. 

On the other hand, when we look to the trade with the rest 
of the world outside the continent of Europe, w T e shall find a still 
more remarkable superiority on the side of the United Kingdom. 
The figures are as follows : — 

• 

Special (Domestic Produce) Exports to Non-European 



Countries 

(millions of £). 



Average of 1 895- 1 899. 

1900-1904. 

1905-1909. 

1910-1913. 

United Kingdom 


152-6 

188-4 

246-0 

313-3 

Germany 



45-3 

60-7 

83-5 

110-4 

Balance in favour 

of the U.K. 

107-3 

127-7 

162-5 

202-9 


The broad conclusion to be drawn from these figures would 
seem to be that, as regards the continent of Europe, Germany 
had a great superiority, obviously due to her central position and 
to her magnificent railway and water communications with the 

M 54 
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countries by which she is surrounded ; while we, on the other 
hand, had an even greater advantage as regards the rest of the 
globe in our ocean communications and in the increasing magni- 
tude and efficiency of our mercantile marine. The Continent, in 
the pre-war days, was becoming more and more the hinterland 
of the German railways, while the overseas countries of the 
world remained in increasing measure the sphere of influence of 
British sea supremacy. The contest has been between land 
carriage and carriage by sea, each exploiting the field most 
favourable to its activities. 

That this was the main influence, rather than any difference 
of fiscal policy or of scientific attainments (though I would not 
for a moment minimise the importance of the latter factor), 
becomes, I think, still more evident if we analyse further the 
figures of the European trade. The Continental countries may 
be divided into two clearly marked groups, in one of which 
Germany has throughout had a greater export trade than the 
United Kingdom, and a second group in which British exports 
were, in the earlier periods, in considerable excess, and only 
gradually lost this preponderance. The former countries, which 
I shall denote by the letter “A,” comprise Bus si a, Sweden, 
Norway, Denmark, the Netherlands, Belgium, Austria-Hungary, 
Rumania, and Switzerland. The latter, which I shall call “B” 
countries, include France, Portugal, Spain, Italy, Greece, and 
Bulgaria. It will be observed that the countries of the first group 
are those which march directly with Germany’s frontiers, or, in 
the case of the Scandinavian countries, are separated only by a 
short stretch of the Baltic, while in the case of the others, with 
the exception of France, foreign territory intervenes. In the 
first case Germany, working — as she has worked in the war — on 
interior lines, has always held her own against our maritime 
superiority. In the latter, sea carriage at first prevailed, but 
lost its advantage as the European system developed and the 
railways of Germany were linked up with those of its neighbours 
by special agreements and the benefit of through rolling-stock. 

The figures are as follows : — 

Special (Domestic) Exports to “A” Countries. 

Average of 1895-1899. 1900-1904. 1905-1909. 1910-1919 


United Kingdom 

57-5 

41*8 

53-7 

68-6 

Germany 

82-6 

1050 

140-4 

195*2 

Balance against the U.K. 

45 1 

6:c2 

86*7 

126*6 
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Special (Domestic) Exports to “B” Countries. 

* Average of 1895-1899. 1900-1904. 1906-1909. 1910-1913. 


Uni tod Kingdom 

27*0 

34*3 

*3 7 

52*9 

Germany 

17-7 

23-8 

390 

60-4 

Balance in favour of (-}-) or\ 

— — - 

— 

+ 4-7 

— 

against ( — ) the U.K. .../ 

-f-9-3 

4- 10*5 

— 7*5 


These figures seem to confirm the conclusion already arrived 
at* that the contest between the two countries w r as mainly one 
of land or sea carriage. During the period under review all Con- 
tinental countries had greatly increased their railway systems, 
Germany alon^ having added over 7,000 miles between the years 
1899 and 1912. In shipping, however, comparing the two years 
1902 and 1912, she only added 950,000 tons to the register, while 
the United Kingdom increase was over 1,800,000 tons. The gain 
in effectiveness w T as greater still. Taking one steam ton as 
equivalent to four sailing tons, the German increase was a little 
over 1,000,000 tons and that of (he United Kingdom rather 
more than 2,600,000 tons, or two and a-half times as great. 

Another point which is noteworthy is that the trade of both 
countries increased pari passu throughout the period, and that 
neither seems on the wTiole to have gained at the expense of 
the other. Germany did not, so far as the figures disclose, oust 
us from any trade that we possessed before, nor we Germany. 
Out of an increasing volume of trade Germany obtained the 
major portion of the excess in Europe, Great Britain in the rest 
of the world. With the exception of certain years just after 
the South African war, and the tw T o years of the American crisis 
and its aftermath (1908~09), there is no instance of a positive 
decline in British exports synchronising with a contrary move- 
ment in German exports. This is the more remarkable con- 
sidering the strenuous efforts which Germany is w T ell known to 
have been making to extend her foreign trade. The case of 
Turkey is a conspicuous instance. Our Consul-G’eneral noted 
in his report for 1908“ 09 (Od. 4,446-49, p. 45) that goods were 
carried under the Levant tariff from Frankfort to Constantinople, 
via Hamburg (at which port, they were transhipped), at lower 
rates than from Frankfort to Hamburg itself. Similar 
facts are given by M. Millioud (“The Billing Caste and 
Frenzied Trade in Germany,” 1916, pp. 109, 110) in regard to 
other German seaports. Yet in spite of such artificial encourage- 
ment, German exports to Turkey for the period 1910 — 1913 only 
averaged 45’3 millions, against 4*8*5 British. 

Other overseas countries give similar results, as the following 
figures amply prove : — 
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British Exports. German Exports. 



1906-09. 

1910-13. 

1906-09. 

1910-13. 

To Turkey 

7*5 

8*5 

3*8 

A-3 

„ Japan 

10-8 

12*2 

4*5 

6*4 

„ China 

10-4 

11*7 

3*4 

4*1 

„ British India 

47*6 n 

56*6 

6-2 

6*6 

,, Canada 

14*7 

21*6 

1*2 

2*4 

„ United States 

27*4 

29-6 

30-0 

33-5 

„ Mexico 

2*4 

2*3 

2*2 

2*3 

„ Brazil 

,, Australia and Now 

8*6 

13-3 

4*7 

8*3 

Zealand 

22-8 

31*9 

3*2 

4-3 

„ Argentina 

181 

20*2 

8-3 

12-6 

„ Chile 

5*4 

5*9 

3-5 

4-2 

„ Egypt 

91 

9*5 

1*7 

2-0 

,, British S. Africa 

14*2 

20-7 

1*6 

2*4 


With the exception of the United States and Mexico, where 
Germany competes with ns on approximately equal terms, there 
appears to be no non-European country in which British exports 
ar^e not considerably in excess of German. The preponderance 
is accentuated in the case of our overseas possessions and 
Dominions, but is by no means confined to them. In fact, if 
the w T hole of our trade with these possessions be omitted from 
the British figures, leaving to Germany the benefit of her own 
trade with them, we shall find the British exports still in excess 
by an average amount of no less than 31 millions for the years 
1910-13. For the years 1895-9 the excess w T as about 26 millons, 
so that it is at any rate not diminishing. If it were w y orth while 
to work out the figures for Germany’s trade with our possessions, 
and subtract them from the German figures in order to make a 
fair comparison, the rate of progress would be much greater, 
because the trade of Germany with our Colonies has, of course, 
increased considerably in the interval. Apart from the Colonial 
preferences, no great matter in this connection, she trades with 
our Dominions on the same terms as ourselves, and she even 
exports to some of them — British West Africa, for example — 
more largely than to her own adjacent territories. 

The continuous trend of German exports to European and 
away from overseas trade may be further illustrated by the fol- 
lowing percentage figures, compiled from the tables given in 
the Statistisches Jahrbuch for 1914 : — 

Special Exports (per cent, of total). 



1910. 

1911. 

1912. 

1913. 

To United Kingdom... 

„ “A” countries ... 

14*7 

14*0 

13-0 

14*2 

45*2 

45*2 

46*3 

46*4 

„ “B ” countries ... . 

13*7 

14*1 

14*6 

14*4 

Other countries! 

26*4 

26*7 

26*2 

26*0 

** (non-European) / 





100*0 

100*0 

100-0 

1000 
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Thus, while the percentage of exports to the United Kingdom 
has remained nearly stationary, the proportion of exports to 
European countries has increased, while that to the overseas 
countries has declined in relation to the whole. 

On the whole, the figures we have now passed in review are 
by no means discouraging, and it must be remembered that 
they reveal nothing of the quality of the trades compared. 
British commerce, it may safely be assumed, is always earned 
on with a view to more or less immediate profit. There is reason 
to suspect, on the other hand, that much German trade has been 
merely the seed-corn of a speculative harvest, destined, it may 
be hoped, never to mature. But taking the figures at their face 
value, the result would seem to be to dispel exaggerated notions 
of German competition. Great as German progress has been 
in the past, British progress has been greater. There is 
unquestionably much room for improvement ; for better organi- 
sation, for more businesslike methods, for a larger appreciation 
and a more liberal endowment of research ; but the vision of an 
all-conquering Germany has not been true in the past, and 
assuredly should be even less possible in the future. 

H. H. O’Farrell 



THE MEAT PROBLEM IN GERMANY. 


The record of German official activities in connection with the 
meat question adds to the record of corn and potato^ developments 
a further example of the existing tug-of-war between town and 
country, between consumer and producer, over the question of 
how far and in what manner shall prices and sales be subject to 
official regulation. In the case of meat, however, the general 
conservative and agrarian demand for regulation by organisation 
of producers, as an alternative to price limitation and sumptuary 
orders, has not only taken definite shape, but has been put into 
actual practice — at least, as far as Prussia is concerned. 

Now the meat question is one of the most complex aspects of 
the German food problem. In the first place it is not merely a 
meat problem, but a fat problem, and indirectly, therefore, a 
butter problem. In the second place, it is, of course, funda- 
mentally a fodder problem, and, therefore, indirectly a corn and 
potato problem. As a fodder problem we meet it in the early 
months of 1915, the days of the first spring potato famine, when 
the ranks of the “potato devourers ” were reduced, according to 
official estimate, from over 25 mil. to 16J mil. head of swine. It 
was then that the movement took place which has since been 
described as panic slaughtering, and which, as events in the 
potato market show, was a consistent part of that record of mis- 
calculation and indecision which marks the official attempt to 
secure potatoes. And in reply to the obvious question, What 
became of the corpses of these slaughtered millions? one has but 
to refer to the contemporary mushroom growth of meat-preserving 
factories and to the numerous advertisements during the follow- 
ing summer, offering decayed sausage meat at low prices for 
foddering purposes, to realise that large numbers of capitalists 
were taking advantage of the situation to adapt themselves to a 
new and lucrative branch of industry. It was some time, how- 
ever, before the “potato devourer” was fully supplanted by the 
sausage-maker, as the villain of the German food comedy. A 
considerable proportion of this early spring slaughtering was 
brought about by the vigorous response of local authorities 
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throughout Germany to an Imperial order of January 25th, which 
called upon them to safeguard the food supply of their inhabitants 
by the accumulation of stocks of preserved meat goods. It was, 
however, an open secret that this^order was inspired by considera- 
tions of fodder economy rather than by solicitude for the imme- 
diate food requirements of the population. 

In considering subsequent developments of the meat problem, 
it must be remembered, in the first place, that owing to notcric is 
German habits of consumption the meat question is in the main 
a pork question; that, in the second place, wrhethei or no there 
was any scarcity of home-grown potatoes, there was, very plainly, 
a large deficit of imported fodder, corn, and cattle food, which 
caused considerable anxiety to stock-breeders, and which in the 
spring of 1915 induced the Government to carry through a com- 
plicated and very complete scheme for the centralisation and 
regulation of the whole fodder trade. Small wonder, therefore, 
that in the steady and alarming general price increase which 
gave rise to so much discussion and legislation during the summer 
of 191 5 , meat took a prominent place, and that among the various 
kinds of meat pork claimed the lion’s share of attention. 

With the autumn of 1915 begins the maximum pig price farce 
which provides one more illustration of the very simple and direct 
results of this particular form of State interference. Throughout 
September we can trace a general chorus of complaint with 
regard to the increase of meat prices. During October this 
complaint was accompanied by a series of those shop and market 
scenes which are apt to reach this country in the form of street 
riots. In the middle of October, for instance, the sale of meat 
by the municipality to the Berlin populace gave rise to the most 
disconcerting crowding and scuffling, torn clothes, police inter- 
ference, not to mention night-long waits outside closed market 
halls, followed by the dismissal of weary and empty-handed 
Hausfrauen, 

To such events Press and public responded with the usual 
insistent cry for maximum prices, a cry which survived the very 
superficial and half-hearted action of the Government on October 
28th, when the well-known “meatless days” were prescribed, 
and culminated on November 4th in the desired measure, duly 
formulated on the approved lines of combined Imperial and local 
rates. The new measure, which applied to pigs only, defined a 
scale of rates per zentner live weight, graduated according to 
price zone and the total weight of the live pig. Further clauses of 
the order required local authorities to fix maximum prices for 
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pork, fat, and sausage goods, and prescribed an upper limit for 
their determination. As regards the actual rates fixed, the # statu- 
tory prices showed a general reduction of from 30 to 35 per cent., 
as compared with the free market prices ruling during October. 

This measure may be regarded as the first official attempt, 
apart from the 44 meatless days” and the indirect, operations of 
January to February, 1915, to deal with the meat question on a 
national scale. It must be remembered, however, that its import- 
ance is considerably dwarfed by the fact that it forms part of that 
flood of maximum price legislation which is recorded during the 
autumn of 1915, and which provides such a curious contrast to 
Herr Delbriick’s statement on the subject during the August 
Reichstag debates, in the course of which that Minister explained 
that maximum prices by themselves were an ineffectual weapon, 
and that, when strictly enforced, they did not regulate, but rather 
disorganised, the market. 

As regards the immediate effects of this particular maximum 
price measure, an instructive picture is presented by the statistics 
of the Berlin central stock market, held on Wednesday and 
Saturday of each week. The normal pig supply on these days 
is estimated by the Berliner Tagebla'tt of November 16th at from 
10 to 12 million head. During November, 1915, the following 
figures are recorded : — 


November 3rd ... 

... 11,190 

November 17th ... 

... 3,864 

, , 6th .. 

... 11,442 

„ 20th ... 

... 4,623 

, 10th ... 

... 8,162 

„ 24th ... 

... 7,583 

„ 13th ... 

2,628 

„ 27th ... 

... 6,477 


And this movement was not peculiar to Berlin ; the Cologne 
market statistics show a similar development; in fact, as the 
Kolnisclie Zeitung of November 16th points out, “our farmers 
are now withholding pigs as they withheld potatoes.” 

A closer examination of the results of this order, however, 
shows that, apart from the general and recognised tendency of 
sellers to withhold their goods in the face of official price regula- 
tion, special causes were at work, the result of specific faults in 
the order itself, which were responsible for some part of the general 
stoppage in the pork trade which followed its publication. 

In the first place, so vague was its actual phraseology that 
from the very outset disputes arose as to which party was entitled 
to claim the maximum prescribed price. Stock-dealers main- 
tained that these rates related to the sale of swine for slaughter 
in the stock market. Farmers, on the other hand, claimed that 
they referred to the original purchase of beasts in the farmyard 
itself. Where farmers stood out for the maximum price, it was 
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naturally impossible for a dealer to purchase pigs at the farmyard, 
bear the cost of their transport to the stock market, and make a 
profit? on their resale at the statutory rates. This aione resulted 
in a considerable dislocation ol business, nor does the Govern- 
ment appear to have made any attempts during the subsequent 
three months to solve the misunderstanding. 

In the second place, as regards the establishment of local 
retail prices, the usual dislocations appear to have arisen as a 
result of the lack of uniformity among the bodies concerned. ±n 
Cologne, for example, the V or war is of January 8th reports that 
a scale of local retail pork prices had resulted in the depletion of 
the markets. * Meanwhile, in Berlin, throughout the months of 
December, January, and February, the municipal authorities 
were subject to a chorus of complaint from “ Delicatessen ” sellers 
and grocers to the effect that the high level of the Berlin sausage 
prices prevented goods from reaching the Berlin market, in view 
of the fact that large numbers ot towns had not yet established 
similar rates. 

But the most important result of faulty price adjustment is 
connected with the meat preservation question. The sausage 
prices may have been too low to suit the convenience of the 
sellers thereof; they were, nevertheless, high enough to put a 
distinct premium upon the manufacture of meat preserves, more 
particularly since such goods offered the possibility of storage for 
speculative purposes, in preparation for the future statutory price 
increase which experience has taught German producers to regard 
as the reward of arbitrary withholding. Thus it w T as that a 
considerable proportion of the above-mentioned depleted market 
supplies disappeared into the meat-preserving factories — some 
800 1,000 in a single market day, according to the Berliner 
Tageblatt of December 11th — while growing public discontent is 
recorded in connection with the impossibility of obtaining fresh 
pork at the maximum prices. • 

Beyond the three sources of business dislocation recorded 
above, the usual forms of illegal evasion are recorded, such, for 
example, as weight manipulation, the addition of bones, presents 
by stock-dealers to the children of farmers, incidental fees, 
together with frank, unashamed excess demands by dealers to 
butchers, who dared not prosecute for fear of cutting themselves 
off from future supplies. 

And behind these developments there appears to have been 
comparatively little actual scarcity. The official census of 
December, 1915, records a total stock of over 20 mil. pigs, as 
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compared with 16J mil. recorded during the preceding April, 
though, no doubt, as far as fat is concerned, fodder difficulties 
were making themselves felt in the quality of the pigs offered 
for slaughter. 

By the beginning of February conditions had become so 
uncomfortable — to use a mild expression — for the urban consum- 
ing classes that the Government thought fit to take further action, 
and two new measures are recorded. On February 1st an order 
was issued prescribing a drastic limitation of the meat-preserving 
industry, certain forms being prohibited altogether, and the manu- 
facture of sausages limited to one-third part by weight of each 
pig slaughtered. On February 15th the maximum price order 
was overhauled, with the ostensible object of deciding the vexed 
question of farmyard or market prices. Decision was given in 
favour of the farmer, and the readjustment carried out in such a 
way as to achieve a considerable advance on the existing 
maximum rates. 

The terms of these two orders are curiously characteristic of 
the Government’s attitude to the various classes involved. The 
speculative manufacturer offends the public interest by inter- 
cepting fresh pork on its way to the consumer ; he is duly frus- 
trated by a measure which results, according to the statement of 
a Berlin master-butcher, in the closing of a number of factories 
and the displacement of some BOOT, 000 employees. The farmer 
offends the public interest by withholding his supplies, and he is 
met by gentle persuasion and capitulation in the form of increased 
maximum prices. How he will respond to such persuasion 
remains to be seen ; but the following statistics of pig supplies 
in the Berlin market during the month of February suggest that 
he is determined to guard his pigs as jealously as he guards his 
potatoes : — 

February 2nd 3,800 February 12th 3,537 

„ 5th 4,100 „ 16th 2,442 

„ 9th 3,700 „ 19th 274 

By the end of January, however, there were signs that official 
circles had abandoned any real hope, if they ever possessed it, of 
dealing with the meat question on the old lines of price regulation 
and sumptuary orders; and during the early months of 1916 a 
scheme was introduced throughout Prussia for the compulsory 
syndication of the entire live-stock trade in the hands of pro- 
vincial organisations of the traders concerned. These organisa- 
tions are, in effect, semi-public bodies under official direction, in 
which the consumer as such reserves a nominal representation. 
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They constitute the first concrete expression of the old conserva- 
tive ideal of food control on the lines of organised production. 
Moreover, as regards the immediate problem with which they 
are faced they offer a practical solution of the meat-preserving 
question, since, their membership being legally defined and 
invested with a monopoly of the entire stock trade of the 
province, it will be possible for the syndicate to exclude from 
trade any class, such, for example, as buyers on behalf of meat- 
preserving factories, which it considers undesirable in the public 
interest. 

How far these organisations will effect any solution of the 
existing meat difficulty, how far they will inspire the trust of 
the consuming public, how r far they will serve as a model for the 
rest of Germany, and how far they will be manipulated by the 
Prussian bureaucracy in the agrarian interest, are questions which 
will afford an interesting field of observation during the coming 
summer months. 

Mary Stocks 



WAR AND WAGES IN THE IRON, COAL AND STEEL 

INDUSTRIES. 


Modern war brings about the reductio ad absurdum of the 
routine of peaceful life. The efforts to preserve “normal con- 
ditions ” may be praiseworthy indeed, but may be stultified by the 
strains and stresses to which the familiar fabric of life is subjected. 
The whole nation is thrust violently into new and strange surround- 
ings in which the usual functions of its component parts may 
either cease entirely, or with difficulty continue, or, again, achieve 
an unknown exuberance of development. In the industrial world 
this shock has come in the guise of a sudden and insatiable demand 
for products for which there had previously been little call. The 
result has been the creation of a great new industry, in the building 
up of which many materials have been used which formed a part 
of the old industrial system ; and any examination of this new 
industry reveals much that is ostentatiously familiar among much 
that is obtrusively new. 

The first impulse to increased economic activity would naturally 
be felt in trades and industries designed for the specific production 
of materials of war ; and from them the shock would radiate out- 
wards through other industries standing in relation to them, either 
directly, as ministering to their needs, or indirectly, as possessing 
analogous capacities. The armament industry in England was, 
industrially, highly specialised. The ordinary demand for war- 
like material was small, the market very restricted, and the induce- 
ments to enter the trade were not great. Indeed, the real 
economic strength of the great armament firms lay rather in their 
potential ability to meet certain given conditions. The products 
of such industry demand a high quality of material and accuracy 
and skill of manufacture, but the smallness of the demand rendered 
these occupations intermittent in charactef. As a result, the rate 
of wages paid must, in normal times, be high in order to ensure 
the retention in the industry of men of sufficient skill and experi- 
ence, and to compensate them for unoccupied time. Piece-rates 
were always high and were kept up by the policy of the labour 
organisations which restricted the output per man in order to 
avoid reduction in rates, and also demanded the employment of 
fully skilled men on what was really simple repetition work. The 



JUNE, 1916] WAGES IN IRON, COAL AND STEEL INDUSTRIES 175 


whole of what is now termed munitions work was thus in the hands 
of a relatively small body of highly skilled men who formed a close 
corporation in receipt of wages determined by the degree of skill 
demanded by Trade Union policy, and by the intermittent nature 
of the occupation. When it beoame obvious that the existing 
resources of the country could not deal with the demand for 
munitions of war, adaptation of capital and of labour was urgently 
necessary. There were newcomers in the armament industry, 
both on the side of the employers and of the workmen. For new 
occupations new rates of wages had to be fixed, and in fixing any 
particular rate the strongest of all forces is precedent which has 
the compelling* power of a tradition. An established rate is a 
consecrated standard of value, independent of time, place, or 
circumstances. Increase only is possible; decrease is anathema. 
Hence, in the early period of the effort towards increased produc- 
tion, new labour demanded and gained the existing rates, and new 
employers often used as their guide in negotiations with their men 
the scheduled rates paid in the old armament firms. In ordinary 
times the creation of a new or the sudden development of an old 
industry can draw 7 upon the floating residuum of labour in the 
industrial world. In 1914 and early 1915 the withdrawal of men 
from civil life had destroyed this reserve, and this shortage of 
labour prevented any attempt to bring rates of wages into accord 
w T ith changed conditions. It was the work of the Ministry of 
Munitions to bring into the munitions industry a better subdivision 
of labour and the establishment of more reasonable rates of 
remuneration. Where piece-rates are very high, the ordinary 
assumption is that the output per man must be correspondingly 
low, and this legend was fostered by the “ca’ canny ” policy. The 
speeding up of production revealed the possibilities of greatly 
increasing the output per man, and at the same time sliow T ed that 
the economic*- effects of a sudden increase in total earnings are 
temporarily, at least, thoroughly bad. Time is necessary before 
the standard of life becomes adjusted to the new earnings ; and 
time was precisely the commodity which was most precious. In 
many cases the result of the increased production of war materials 
was that a man earned in three days more than he had previously 
earned in six, simply because he turned out more or different 
work ; and, having attained a certain financial standard, he could 
see no reasonable necessity for working more than those three 
days. This is the point where the wages system really breaks 
down when applied to war conditions. The only bond between 
the workman and his work is the regrettable necessity of earning a 
living. It is not the workman or the employer who is to blame 
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for that. Jt is the nemesis of system of ideals based on profit 
rather than on service. 

The case is very different with men who work, whethei upon 
datal or piece-work rates, in occupations of such a character that 
any sudden and great increase < in output per man is a physical 
impossibility, or, again, where war conditions have really involved 
a diminution in his working capacity. It is very difficult to weigh 
the effect upon the remuneration of labour in what may be termed 
the secondary munitions industries, whose products have no such 
individualistic forms as those of trades occupied in turning out 
the finished article. A bar of iron may become the core of a 
concrete blofck or a hand grenade, but its ultimate destination does 
not affect the wages of the maker of the bar, and it is in such 
industries that we can assess with greater sureness the real or 
apparent rise or fall in wages which has resulted from the war 
conditions, and it is these which I propose mainly to treat. 

The figures which follow will give the relative standard of 
remuneration in iron, coal, and steel industries based upon the 
actual average wages per man during the periods stated. The 
division of periods demands some preliminary explanation. The 
period from January, 1913, to July, J914, may be taken as repre- 
senting the fluctuations of a fairly normal period of industry. 
From August, 19L4, up to the middle of May, 1915, the condition 
of what I have called the secondary munitions industries was 
thoroughly chaotic — the grating and grinding of the old mechanism 
adapting itself to new work. From July, 1915, to the 2>resent 
day the new industrial machine has, as it were, run itself in. 
Working is smoother and fluctuations less owing to the operation 
of forces, partly natural and partly artificial, which will be dealt 
with in their proper places. 


1. — Table of Indices of Comparative Remuneration in Coal 


Period A. 


Jan. 

1913 ... 

16-36 

Feb. 

»» • • • 

17-14 

Mar. 

99 • • • 

16-94 

April 

99 • * * 

16-75 

May 

99 • • • 

17-35 

June 

99 • • • 

17-78 

July 

9 9 ••• 

17-703 

Aug. 

99 ♦ • • 

17-94 

Sept. 

99 • • • 

17-5 

Oct. 

99 • • • 

17-98 

Nov. 

99 • • • 

17-59 

Dec. 

99 * * • 

18-17 

Jan. 

1914 ... 

16-73 

Feb. 

,, 

17-36 

Mar. 

»» • • • 

17-05 

April 

,, ... 

16-68 

May 

»> ... 

17-63 

June 

.. ... 

16-85 


Industry. 

Period B. 


Aug. 

1914 ... 

15-64 

Sept. 


15-39 

Oct. 

99 ♦ • • 

16-26 

Nov. 


16-64 

Dec. 

99 • * • 

16-51 

Jan. 

1915 ... 

16-76 

Feb. 

99 • • • 

18-25 

Mar. 

99 • • • 

18-43 

April 

99 • • • 

17-4 


Period C. 


May 

1915 ... 

20-21 

June 

99 • • • 

19-78 

July 

99 • • • 

19-75 

Aug. 

99 • • • 

19-6 

Sept. 

99 • • • 

20-4 

Oct. 

99 9 9 * 

20-7 

Nov. 

99 « • • 

20-57 

Dec. 

99 **• 

20-74 
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II. — In Iron Ore Mining. 


period A. Period B Period C. 


Jan. 

1913 ... 

1515 

Aug. 1914 ... 

15-76 

May 1915 * ... 

18-43 

Feb. 

99 ••• 

16-41 

Sept. „ 

18-22 

June „ 

18-87 

Mar. 


16-82 

Oct. „ 

17-19 

July „ 

20-21 

April 


16-91 

Nov. „ 

16-96 

Aug. „ 

19-93 

May 


17*57 

Dec. „ 

17-31 

Sept. „ 

19-97 

June 

99 • • • 

18-19 

Jan. 1915 . . 

16-87 

Oct. „ 

20-25 

July 

99 • • • 

17-33 

Feb. „ 

17-41 

Nov. „ 

18-58 

Aug. 

99 • • • 

17-64 

Mar. „ 

17-37 

Dec. 

18-23 

Sept. 

99 * • * 

17-75 

April „ 

18-43 



Oct. 

99 • • • 

18-43 





Nov. 

99 

17-03 





Dec. 

1914 !!.* 

16-95 





Jan. 

15-48 





Feb. 

99 • • # 

*6-03 





Mar. 


15-59 





April 

99 • • • 

14-95 





May 


15-06 





June 

99 • * • 

15-2 





July 

99 • • • 

16-47 






III.- In Iron and Steel Industry. 


Period A. 


Period B. 


Period C. 

Jan. i913 .... 

18-34 

Aug. 1914 ... 

18-47 

May 

1915 ... 22-95 

Feb. „ 

18-9 

Sept. „ 

17 73 

June 

„ ... 20-95 

Mar. „ 

17-94 

Oct. „ 

19-84 

July 

24-78 

April „ 

18-45 

Nov. „ 

20-47 

Aug. 

23-18 

May 

18-83 

J )ec. , . 

20-53 

Sept. 

24-47 

Juno „ 

19-02 

Jan. 1915 ... 

20-34 

Oct. 

„ ... 24-84 

July „ 

19-49 

Feb. „ 

19-08 

Nov. 

„ ... 25-14 

Aug. „ 

18-961 

Mar. „ 

24-56 

Dec. 

24-67 

Sept. „ 

18-7 

April ,, 

21 23 



Oct. „ 

18-54 





Nov. „ 

19-45 





Dec. ,, 

18-84 





Jan. 1914 ... 

17-25 





Feb 

18-70 





Mar. ,, 

18-72 





April „ 

18-23 





May „ 

18-95 





Juno „ 

17-16 





July „ 

17-7 





These figures, it 

is readily seen, 

show 

that the 

general trend 


of the earned wages per man is upwards, although the increases 
cannot be called really startling, and almost all can be accounted 
for in quite a natural way. 

The chief factor governing wages earned in the industries 
mentioned is the selling price of their products. In nearly every 
case there is a fixed base rate, whether of piece or time work, 
which varies with the rise or fall of prices. In effect il is the 
market which governs the fluctuation of wages. The first effect 
of the war was to knock to pieces the accustomed markets, and 
this dislocation of commerce is reflected in the earnings of the 
men, although it was but temporary. Heavy enlistments brought 
No. 102. — VOL. XXVI. N 
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about a great labour shortage, diminution of output coincided 
with a sudden demand, which promptly sent up prices. From 
January, 1915, the rise in the prices of coal, iron, and stedl was 
fairly constant, but this rise in prices applied equally to foodstuffs 
and other necessaries of life, and the rise in wages was by no 
means correspondent to the rise in price of ordinary commodities 
of family consumption. Thus in May, 1915, by solid action on 
the part of the Miners’ Federation, a special advance of 15 per 
cent., irrespective of the sliding scale terms, was granted to all 
workmen who came under the rules of the Federation on the 
understanding that further advances should merge in this special 
bonus. The rise in prices continued as the demand for coal 
increased and output diminished, until this special advance was 
overtaken. The rise in wages in the case of mining industries 
is difierent in kind from that of the engineering trades now 
engaged upon munition work. There the output per man is vari- 
able, and by harder or more attentive work a man can earn far 
more than he has been accustomed to do. In the mining industry 
the amount which a man can produce varies relatively little, and, 
therefore, if he is to earn more, it must be by an alteration of the 
rate at which he is paid for his labour. Sliding scale agree- 
ments are based upon the general assumption that prices indicate 
with some approach to accuracy the profits which arc being made 
in a particular industry. In normal times this is often a fairly 
true working hypothesis, but in times of stress the rise in prices 
is often due to the highly increased cost of production. The price 
ot raw materials has a great bearing upon the selling price of any 
manufactured article, and, therefore, where a rise in price is due 
to rising costs, the hypothesis is false and the exploitation of 
national stress is as much on the side of the wage-earner as on 
that of the capitalist and owner. During twelve months of war 
the cost of raw materials in iron-making industries rose from 17 
per cent, to 25 per cent., and this increase was reflected in the 
prices. So far as there was no real increase in price, the conse- 
quent rise in wages therefore reacted as an increased charge 
against the cost of manufacture, and so the process went on in a 
kind of vicious circle. 

It might perhaps assist in the illustration of this point to give 
some cases of actual earnings of men who work under these sliding 
scale agreements, which, whatever their faults, are generally 
smooth and effective in preserving good relations between em- 
ployers and employed. These earnings are those over periods as 
nearly as possible correspondent to each other 
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(I) Week 1. 2. 3. 4. 5. 6. 


Pre-war earnings 

£3 

7 

0 £3 

19 

3 £4 

15 

10 £3 

8 

8 

£3 

1 

6 

£3 

6 

1 

War earnings 
(2) 

Pre-war earnings 

£5 

0 

9 £4 

18 

10 £3 

7 

9 £4 

1 

3 

£4 

19 

2 

£3 

10 

11 

£2 

15 

1 £2 

18 

0 £3 

17 

7 £2 

14 

6 

£2 

17 

7 

£2 

15 

0 

War earnings 

£4 

4 

4 £3 

18 

3 £3 

12 

6 £3 

11 

0 

£3 

2 

8 £3 

12 

6 

(3) 

Pre-war earnings 
War earnings 

£2 

18 

0 £2 

0 

• 

10 £2 

9 

2 £1 

13 

9 

£1 

19 

6 

£2 

10 

6 

£3 

5 

6 £2 

16 

1 £2 

13 

5 £3 

4 

8 

£3 

11 

2 

£2 

3 

2 


In effecting a comparison beween these earnings it is neces- 
sary to bear in mind several modifying factors. In many occupa- 
tions, as, for example, the workers on a blast or steel-melting 
furnace, or men efnployed in steel rolling mills, men are paid a 
rate based upon a sliding scale with a bonus of so much per ton on 
all or some portion of the output of the plant; and in estimating 
the margin between pre-war and war earnings, it is necessary to 
appreciate the fact that a shortage of materials has often restricted 
output, and with it the amount of money earned by the workmen ; 
or, again, the qualify of output demanded may be such that i^is 
impossible to turn out large quantities, and this has operated to 
check increase in wages. 

Constant demand for products and a limited supply of 
labour ensure uninterrupted work for the workmen who will take 
it, and where there has been no alterations of rates of pay we 
find men earning wages much higher than before, because their 
time is more fully occupied, and the number of hours worked 
per week is higher. This point, in turn, may best be illustrated 
by the use of comparative figures. The men in this case w r ere paid 
a fixed rate per hour. They were mechanics employed in repair 
and maintenance work : — 

(1) Week:— 1. 2. 3. 4. f>. 0. 

Pre-war earnings £3 7 0 £3 6 9 £3 4 7 £2 7 5 £3 0 7 £2 12 4 

War earnings ... £4 13 1 £4 2 8 £4 13 2 £4 IS 4 £4 19 4 £3 17 3 

(2) 

Pre-war earnings £1 16 2 £2 1 6 £2 3 11 £1 19 1 £1 18 3 £1 13 10 

War earnings ... £2 10 8 £2 12 9 £3 10 8 £3 3 6 £2 5 0 £2 0 7 

„ ( 3 ) 

Pre-war earnings £3 4 3 £2 2 7 £2 17 6 £3 13 10 £2 14 2 £2 8 9 

War earnings ... £3 17 8 £4 1 10 £3 0 7 £4 3 5 £3 12 11 £4 7 8 

x> (4) 

Pre-war earnings £2 4 3 £2 4 3 £3 2 0 £2 18 11 £2 4 7 £2 16 8 

War earnings ... £4 7 1 £5 9 10 £3 18 2 £4 4 10 £4 0 10 £4 5 4 

In all these cases the increase is due to an actual addition to 
the time worked, and the later figures in most cases give the real 
test of the earning capacity of the man. 

All the classes of labour with whom we have dealt possess a 
certain elasticity of earning opportunity which is denied to those 
employed in incidental occupations, who are paid a fixed wage 
per day witii no sliding scale and no opportunity of increasing 
their remuneration by more intense application. They form a 

N 2 
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very large proportion of the wage-earners, and probably are the 
least considered of all. The increase of wages does not affect their 
occupations, but the upward trend of remuneration in other depart- 
ments of labour has effected a change in the personnel of these 
fixed-wage occupations. As labour in higher-paid occupations 
became more and more scarce, the fixed-wage men were trans- 
ferred to other occupations and their places taken by lads or old 
men as far as possible. Thus, while the class as such has received 
no general advance in wages, yet the majority of individuals who 
composed the class previous to the war have benefited by trans- 
ference to other occupations, and youths who came to fill the 
vacant places were paid the wages which the men had received, 
on the principle that a certain minimum pay is attached to each 
occupation, and no one, be lie boy or man, must receive less. It 
has not been possible to trace concrete cases with sufficient 
accuracy or in sufficient numbers to attempt a typical evaluation 
of the influence of war conditions, and the examples which I quote 
are only given as individual instances of what has taken place. 
Men were transferred from ordinary labourers’ work and set to 
the use of some simple pneumatic tools. Their previous rate of 
wages had been from 4s. to 5s. 6 d. per shift, or an average weekly 
wage of 225. to 305. In their new occupation their wages ranged 
from £2 175. (id. to £5 5s. Such instances, though probably 
numerous in the aggregate, defy reduction to type, because of the 
unstable character of the personnel of these occupations. 

As a contrast to the lot of the fixed- wage earner, whose increase 
of earnings depends upon some more or less inadequate “war 
bonus,” whose occupation is hardly definite enough to win any 
solidarity of action, the classes most fortunate in the elasticity of 
its earning powers and most blessed by war conditions are the 
number whose earnings depend on sheer magnitude of output. 
To this category belong many workers on steel-producing plants 
which are now working to the very fullest of their capacity. The 
following figures will give some indication of the effect of war 
conditions upon their earnings : — 


(1) Week 
Pre-war earnings 
War earnings 

(2) 

Pre-war earnings 
War earnings 


: — 

1 . 



2. 


3. 



4. 



6 . 



6. 


£G 

9 

6 

£7 

13 

8 £8 

3 

8 £6 

12 

6 

£6 

13 

3 

£8 

4 

6 

11 

1 

10 

14 

0 

4 12 

7 

10 

10 

19 

2 

9 

12 

7 

11 

12 

2 

£3 

18 

3 

£3 

19 

10 £3 

12 

1 

£4 

9 

6 £3 

9 

6 £4 

6 

3 

£5 

16 

3 

£6 

13 

1 £4 

12 

7 

£5 

11 

10 

£3 

17 

3 

£4 

10 

7 


This class, generally speaking, consists of men of great practical 
skill and knowledge, among whom absenteeism is very rare, and 
their high remuneration, as compared with pre-war conditions, is 
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a tribute to their steady attention to work, an accident of a system 
whicjh they did not make. 

After this sketch of the pressure of war conditions in the 
direction of increased wages, it may perhaps be well to consider 
some of the factors which have*a restrictive influence. Mention 
has already been made of the fact that a change in the quality of 
output may operate to decrease the wages paid in the occupations 
connected with the particular industry. Materials of war demand 
a very high standard of quality in order that they may the more 
efficiently deal death or support life. Where wages depend on 
quantity, the # factor of quality exercises a very disturbing influ- 
ence. J t is impossible to turn out the same bulk of high-grade 
material, and thus in certain of the occupations which have been 
glanced at the rises in remuneration have been less than they 
might have been. 

Another factor of great importance in the restriction of heavy 
increase in wages is the regulation of prices. Maxima have been 
fixed for the greater number of the iron and steel products of the 
country, and there is no doubt that without them there would have 
been no limitation of prices, and, therefore, no limit to the wages 
which could have become due under sliding scale agreements. 
Many such agreements contain a clause providing for a maximum 
percentage rise above the base rates, but it is more than doubtful 
whether a rise in prices out of all proportion to the maximum 
percentage rate would not have promptly brought about the 
denunciation of the limiting clauses of the agreement. By a 
reference to the index tables which are given in a previous page 
it will be possible to trace the levelling effect of the regulation of 
prices. For example, in Table 11. we find a very sudden rise in 
July, 1915, which continues until October, 1915. The wages in 
this table depend upon the ascertained selling price of pig-iron, 
and the sudden fall in November, 1915, illustrates the operation 
of a maximum price which w r as much below the prices obtainable 
previous to the regulating ordinances. Similarly, in Table 111. 
it will be seen that the fluctuations subsequent to August, 1915, 
when the principle of regulation of prices had been adopted in 
practical fashion, are far less violent than at any other period. 

The amount of w r ages now being paid in the primary and 
secondary munitions industries is, for obvious reasons, scarcely 
possible of assessment, but there is no doubt that the total sum 
is far greater than was ever paid before. This does not mean that 
every man in those industries is receiving a correspondingly high 
rate of pay. Abnormally large earnings are, on the whole, the 
exception rather than the rule, although, as has been shown, the 
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general level of wages has risen considerably with the changed 
conditions. It is by reason of the changed nature of manufactured 
products that the opportunity exists for large total earnings. In 
the production of munitions the amount of work which is put into 
an article before it reaches its final form is far greater than the 
labour expended upon an ordinary article of commerce. Steel 
which formerly assumed final shape as a railway rail now passes 
through a multiplicity of processes in order to become an ex- 
quisitely finished shell. Each of these modifications involves a 
certain labour cost. There may be now twenty processes instead 
of four before the finished article is reached, and thus very natu- 
rally with the multiplication of manufacturing processes we have 
a multiplication of the wages bill. 

In endeavouring to trace the action and reaction of war condi- 
tions upon industries vitally affected, general conclusions have been 
avoided. Few general statements on so complex a subject as the 
wage system and its workings could possibly be true outside a 
very limited area. One feature is, however, very noticeable. The 
highest w r ages, actual or possible, resulting from war conditions 
are found in those industries in which the workers are most 
thoroughly organised. The effect of Trade Union activity has been 
to ensure to the w 7 age system a flexibility which it could not other- 
wise possess. The gulf between organised and unorganised labour 
has been widened by the operation of the extraordinary conditions. 
Organised labour has found means to expand its w T ages to corre- 
spond with or even to overpass the increase in the cost of living 
or the decline in the purchasing power of money. The demand of 
organised labour is that the worker shall maintain a relation equal 
to that which he has in normal times; and this is only possible 
by an increase in earnings, and in some cases there is a deliberate 
effort to use the needs of the time to win concessions hitherto 
withheld, or to establish new and higher rates of pay. The main- 
tenance of the wage system in the munitions industries involves 
grave injustices. The vagaries of its working are plain enough. 
It is as if we had an army in which each soldier received the wages 
which he customarily earned in civil life. In any case, its effect 
is bad. High w T ages during this great war create a false sense of 
prosperity and security ; moderate wages blind a man to the fact 
that the country is really fighting for its life, that it is not his life, 
but that which he can contribute to the country’s service which 
really counts ; wdiile low and inelastic wages breed misery and 
discontent. A reduction, indeed, to the absurd if it were not so 
tragic. 


S. W. Raw son 



THE POSITION OF THE WOMAN WORKER AFTER 

THE WAR. 

The New Position . — The present article is not intended bo 
much as a forecast of the future, for which, indeed, the writer 
professes no capacity, as an indication of the forces making for 
new and more rapid developments of the woman worker’s {>osition, 
and of certain other forces which tend in the opposite or conserva- 
tive direction. It is not difficult, with some care and attention, 
to see what are the main tendencies that govern our social life; 
the difficulty of prophecy lies in the fact that with our limited 
knowledge we cannot measure the relative strength of those ten- 
dencies, nor can we, of course, allow for the new disturbing factors 
that may occur. But it is possible to show the direction of some 
of these tendencies, as exemplified in the industrial life of women 
to-day. 

The war has perturbed the economic position of women very 
violently and sometimes in contrary directions. The first phase 
was the throwing out of work of vast numbers of women employed 
in making the comforts and luxuries of everyday life in peace 
time, especially the comforts and luxuries supplied to the more 
favoured classes. Also the women employed in industry for the 
exj)ort trade suffered heavily through the closing of enemy markets 
and other causes. This phase of the war is to a gfeat extent a 
thing of the past. It may also be a thing of the future. No doubt 
even at present some women, the older and less adaptable and 
those possessed only of some highly specialised types of skill, are 
still suffering from unemployment, and unemployment of this 
kind is apt not to be adequately measured by statistics, for the 
reason that the unemployed do not register at Labour Exchanges, 
and therefore do not get counted at all. But for the present this 
suffering is probably not very severe. 

A secondary effect of the war was the immense demand for 
women’s labour occasioned by the rapid extension of the armament 
and equipment industries, combined with a parallel depletion of 
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the supply of male labour, to satisfy the needs of Army, Navy, 
munition making, and engineering. Thus the demand for women 
workers has increased on two distinct lines : — (a) the industrial 
processes on which they were already employed in many indus- 
tries, such as woollen and worsted, Army clothing, leather work, 
munitions, &c. , suddenly required many more workers than before ; 
( b ) industrial processes and certain occupations in which women 
were not previously employed, or not to any considerable extent, 
lost many of their male workers, and the women have been put 
into the vacant places, either directly, by training them to do 
work previously done by men, or indirectly by a rearrangement 
of process, increased subdivision or lighter machinery, adapting 
the work to be done by women. It is at present somewhat difficult 
to estimate the extent to which women’s employment has in- 
creased, and considering the importance of the subject it is to 
be hoped the Board of Trade will ere long give us further informa- 
tion in continuance of the reports on employment issued in the 
earlier months of war. The principal Lady Inspector of Factories 
estimates the increase of women employed in industry at 100,000 ; 
and as her report for 1914, having been considerably delayed in 
publication, may be assumed to have been completed early in 
1915, the increase up to date, therefore, can hardly be less than 
250,000, or perhaps 300,000. If transport and commercial work 
were included it might be much greater still. 

That it has been considerable is now a matter of common 
knowledge and observation. In engineering works, although the 
unwillingness of some employers to train women, and unfortun- 
ately also the objection of trade unionists to admit them, have 
limited the employment of women, yet in certain works where 
conditions have been more favourable women have been most 
successfully introduced and have astonished observers by their 
capacity for new and unaccustomed work. In other directions, 
such as retail shop and transport work, women have been intro- 
duced to posts which it is somewhat surprising they have never 
filled before, such as ticket selling and collecting, and lift attend- 
ing. Service behind the counter has been considerably extended. 
The banks have admitted women clerks, and other commercial 
and financial undertakings have extended their employment. 1 

Conflicting Forces . — The increased opportunity in industrial 
and commercial work which has been demanded for women with 
growing urgency for half a century is now an accomplished fact, 

1 For a more detailed account of the extension of women’s employment in 
war time, see Report on Outlets for Labour after the War, British Association, 
1915. 
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and the question becomes of great interest whether this develop- 
ment is likely to be permanent. I endeavour to represent the 
considerations which are urged for and against, as below : — 

Factors tending to promote (A) or restrict (B) the industrial employment 
of women after the war. 


(A. For.) 

f I. Need for increased 
production. 


Causes affocting 
demand for v 
women’s labour . 0 


Death and disable- 
ment of many 
male workers re- 
sulting in a scar- 
city of labour, 
and in 


II. 


( B . Against.) 

I. Destruction of capital and 
consequent restriction ( c 
employment. Temporary 
nature of war work. 

II. Return of some unknown 
proportion of men from 
the war to ordinary em- 
ployment, resulting in 
lessened demand for 
women, and in an 


Causes affecting 
the supply. 


' HI. Restricted pro- 
spect of marriage 
for wo m e n — 
greater need to 
earn 

IV. Increased taxation 
- decreased cm 
ployment on 
luxuries = more 
women av ail a ble 
for industry. 


Soeio- / V. Women desiring to 
psychological. J retain the footing 

l they have won. 


III. Increased marriage rate: 
possibly an increased 
birth-rate 


TV. Married women leaving 
work after stress of war. 


V. Increased solicitude for 
children. 


It will be seen that the tendencies counterbalance, one another 
unless we can forecast on which side the forces working will be 
strongest, and we must therefore consider the state of things 
expressed in the table more closely. In the first place, on the A 
side, it does not take much reflection to see that the extension of 
women’s employment through the war is in harmony with the 
general trend of the industrial revolution, which for a»century and 
a half has been calling women workers to wage-earning employ- 
ment outside the home. Tendencies have been intensified which 
were already in operation, but retarded by the conservatism of 
peace-time. Speaking broadly, the growdh of capital and the use 
of labour-saving machinery tend to the displacement of the more 
by the less skilled worker within the industry. In the stress of a 
great emergency the sluice-gates of conservatism slowly opened 
and the flood of women rushed in to fill the void. 

So far the problem seems of a fairly simple nature ; there are, 
however, other considerations which serve to complicate it. In 
the first place, a great deal of the present expansion of the muni- 
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tions and equipment industries in the very nature of things must 
be temporary and not permanent. Even a strongly militarist 
nation such as Germany could not keep these industries on a war- 
footing in peace time, and the present orgy of slaughter must 
perforce be followed by a period of recuperation to make up for 
the waste of national resources. Moreover, the destruction of 
capital in itself must tend to produce some shortage of employ- 
ment, if not immediately after the war, yet probably (judging by 
the analogy of the Franco-Prussian War) following it after a lapse 
of a few years, and although some persons no doubt have made 
large fortunes during the war, many others have lost heavily, 
whilst the weight of taxation will considerably restrict the spend- 
ing power of the upper classes and the bourgeoisie. This will 
restrict the employment of women in the traditional occupations 
which are largely bound up with a high standard of comfort in 
those classes. To these restrictive forces we add the consideration 
that, after all, although the number of male workers will be sadly 
diminished through death and disablement, still we hope .two or 
three million of men will return to normal employment. They 
will, no doubt, endeavour by various more or less polite methods 
(of which we may hope marriage will be the chief) to oust the 
women from their temporary posts. 

If the forces affecting the demand for women’s labour after 
the war will not, as we have seen, pull all in the same direction, 
there will also be conflicting tendencies in regard to the supply. 
It is quite true that, as recently pointed out by the New Statesman , 
the women who marry and leave their industrial work form a 
reserve of labour which can be drawn upon in time of emergency. 
They have industrial experience, can return to their previous or 
other similar process, and probably be much more effective than 
the middle-class volunteer. It might be well worth while for 
manufacturers at the present juncture, as suggested by the New 
Statesman , to consult the convenience of married women by 
employing them for short shifts or half-time, so as to mitigate 
the strain of industrial and home work combined. But whether 
an extension of married women’s industrial employment is likely 
to continue after the war appears doubtful. 

We have a constantly falling birth-rate and an infant death- 
rate which, though greatly reduced, still moves near 10 per cent., 
and has lately increased. We have also to face a terrible depletion 
of young men of the present generation. No problem can be more 
vital to us than the saving of infancy and young life. The lower 
birth-rate of our Ally, France, and of ourselves from many points 
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of view is no doubt a mark of a higher civilisation and a finer 
type gf humanity, but the power of rapid recuperation will be 
relatively less with us than with the enemy, and it v r ill be neces- 
sary to put our best thought into the preservation of the children 
who are born. Increased thought and care for children has been 
a notable feature of the present century. The child has become 
recognised as an object of importance to the community, and by 
some vague, half-understood process of conversion society has 
begun to feel that it owes a duty to the future, or, in other words, 
that it owes its own future existence to the child and f he unborn. 
The growth ctf institutions such as municipal health visiting, 
school and infant clinics, infant consultations, and so forth means 
the formation of a body of opinion which becomes more and more 
articulate against child neglect. Besides the women teachers, we 
now have a large number of women who follow professions and 
occupations such as those of the school doctors, sanitary inspectors 
for a large part of their time, health visitors, doctors, and nurses 
who specialise in children in clinic work, &c., Care Committee 
organisers, and others with less well-defined posts, including a 
good many volunteers who give a large part of their time to the 
care of children. It, may be said, it is said by some, that these 
officials and voluntary workers are doing the work the children's 
mothers should themselves do, but this objection seems to have 
little justification. In point of fact, social work on behalf of 
children is not an efTori to re] dace the parent ; it is much more a 
new effort to do work that was previously not done at all. It does 
not supply the place of parental interest , but serves to supplement 
and guide that interest, give it a better definition, even perhaps in 
some cases to awake an interest that was previously dormant 
through ignorance and lack of stimulus. The medical adviser of 
school or clinic, as a matter of course, calls for the mother’s 
attendance, and will not be satisfied unless someone is # responsible 
to give the necessary attention to Tommy’s ears or Polly’s chest, 
knowing well that otherwise the little invalids will not profit 
much either by advice or medicine. 

The recruiting of women for industry will no doubt go on 
briskly, but it will have to be limited by the needs of the rising 
generation, and improved care of children means more work ; it 
means more women taking up the subject as a life’s work and 
profession ; it will probably mean the introduction of new forms 
of municipal service, “home helps,” and so forth, to lessen the 
burden of housework on women at the times of having infants, 
and it will probably mean some kind of social provision to enable 
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mothers of young children to give up their industrial work for a 
time, so that the child should have proper care and attention. 
The system of granting allowances to soldiers’ wives relative to 
the number of children is one which may perhaps be followed in 
the case of widows and wives’ of men who are not physically 
capable of work, and all these forms of care for the child tend to 
lessen the economic pressure which is the main cause of married 
women’s employment. Solicitude for children will be emphasised 
from two directions, by those who regard life as sacred per se and 
look to see the development of humanitarian ideals in the future 
and the growth of nobler and finer forms of society than those 
which are at present engaged in the struggle for mutual destruc- 
tion ; and also by those who sincerely believe in militarism and 
desire the growth of population to feed the great armies they 
hope will be maintained in the future. The childless wife and 
widow, when of suitable age, can he drawn on, but the main 
source from which female labour power will be recruited in the 
near future will thus probably be the young single woman ; a 
source which will be augmented by restriction in the prospect 
of marriage. That she will retain her pla-ce in commercial work 
and in certain |K3sts in transport work (such as booking clerks) 
there can be little doubt. Her place in industry will be opposed 
more warmly, and may occasion some of the most arduous battles 
of the future. 

Dilution of Labour . — The dilution of labour is regarded for 
the present as a national necessity, which perhaps it is. Some, 
however, foretell that the war will be followed by another period 
of great activity in production, and that the losses in men will 
cause dilution to be maintained in the engineering trade as a 
permanent arrangement. If so, the change cannot be viewed 
without grave anxiety. The progressive substitution of the less 
for the more skilled labour which has characterised the course 
of indnstriarevolution involves some of its most difficult problems. 1 
It is not merely a conflict of interest between the few and the 
many; it is a conflict between different needs of the community 
itself. There is the need of quantitative production, the rapid 
turning out of large stocks of goods. This is always a need where 

1 The present tendency appears to be not so much for the substitution of 
the quite unskilled for the highly skilled, as for the replacement of large 
numbers, both of the highly skilled and unskilled, by large numbers of the 
semi-skilled, supervised by a very few highly selected workmen. See Cole, 
Labour in War-time , p. 283. The semi-skilled worker, aided by machines 
that take the place of the skilled worker, gives women an opening to replace 
men; it also makes it increasingly imperative that women should be organised, 
and, where possible, in one union with men, 
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large masses of population are in poverty; and for special reasons 
at the present moment the need of rapid production and the accu- 
mulation of vast masses of material is imperative. No one, however, 
at this time of day will maintain that society could permanently 
satisfy itself on these lines. Th& need for craftsmanship, for a 
high order of skill, and for efficiency which is something more 
than the mere achievement of breathless speed, in work cannot 
be permanently ignored. The sharp separation of control from 
manual work, the arbitrary identification of the former with the 
ownership of machinery were the main features of the industrial 
revolution in its early stages. Such a system may be a very 
effective means of securing a vast and rapid output of material 
goods. But it breaks down all along the line where the higher 
needs of humanity are concerned, from the point of view of 
qualitative production, the maintenance of a high degree of 
manual skill, or, generally, the distinctively human and spiritual 
needs. 

The replacement of men by women also involves some conflict 
of interest. It is desirable for society as a whole that skilled 
craftsmanship should be maintained ; it is also desirable that 
women should enjoy a wider and fuller opportunity than in the 
past. The needs of society cannot be satisfied when such a 
question is regarded from, and decided by, the point of view of 
profits alone, without representation of the groups whose interests 
are vitally concerned. Such expedients as dilution of labour, or 
scientific management, however useful when an increased produc- 
tion is the need of the moment, may easily be turned to the 
purpose of degrading skilled workers to the rank and wages of 
the unskilled, or ol breaking organisation, or doing away with 
skilled craftsmanship. Suspicions of such purposes cannot be 
called groundless, remembering the industrial history of the past 
150 years. As with the industrial revolution a century ago, so 
with war conditions now, it is the manual workers* who make 
their scarcely articulate appeal for the higher and more permanent 
ideals of workmanship. Such an appeal cannot have very much 
attention at a time like the present, but if the engineering trade 
is really likely to be transformed by dilution, the State will surely 
have to adopt measures for the deliberate fostering of the higher 
skilled crafts. The experience of recent years also suggests that 
the co-operation of workers, both men and women, in the control 
and direction of industry, is becoming more and more necessary. 
The institution of committees of management on which the 
workpeople are represented is not a merely Utopian one. Such 
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conunittees axe at work in Switzerland, in connection with the 
Consumers* Union (Verband Scliweiz Consum Vereine), and 
they are consulted by, and advise the management of, thb firm 
on questions relating to wages, conditions of work, and the 
internal organisation of the factories. A modified form of these 
Swiss Workshops’ Committees is being tried by Mr. Edward 
Cadbury at Bournville. 1 

Conclusion . — Some other considerations arise out of the fore- 
going attempt to set out the facts of a complex situation. The 
young girl has become a more iinj)ortant factor in the national 
economy, and her productive powers are heightened by the 
influence of feeling. Many have brothers or sweethearts at the 
Front ; some have been made widows without even becoming 
wives. Thus the appeal of patriotism, which may or may not 
be of itself a clamant one, is translated into the intimate personal 
appeal of affection or bereavement. 

The experience of the months of war shows that it is not 
difficult to get working girls to endure considerable strain and 
make a tremendous effort at a time of national emergency. But 
the imperative needs of the present should not blind us to the 
equally exigent needs of the future. To use up the vitality of 
the young girl in factory and workshop is a suicidal policy. 
Factory rules and regulations have been largely suspended for the 
duration of the war, but it is to be hoped will be re-enforced at 
the earliest possible moment. The close economic relation between 
welfare of workers and efficiency in production has long been 
realised by the best employers, but a stimulus is needed for its 
general recognition and acceptance. Organisation of women 
workers and steady unremitting pressure by the inspecting 
authorities are vitally necessary to protect our young women at 
their work. They must be better paid and better nourished. 
The war has, however, certainly stimulated thought and care for 
the welfare* of employees. The need of good food for industrial 
workers, for instance, has obtained fuller recognition in these later 
months of w T ar than ever before, partly no doubt from a perception 
of the possible consequences of neglect. 

Another important consideration that emerges at the present 
time is the need for opening higher posts to women and giving 
them positions of greater responsibility. The appeal to the 
patriotism of women should not be coupled with the old cus- 
tomary policy of restricting them to the hard, dull, monotonous 
work that men do not want to do. They must be given a chance 


l Labour Year Look, 1916, pp. 254-5. 
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of rising to the more dignified occupations and the posts of 
greater amenity and responsibility. Women are needed in the 
direction of industry. To such questions as those indicated above, 
the industrial employment of married women on short shifts, 
the dilution of labour, or the shbstitution of women for men, 
working women would bring a grasp of detail and a perception 
of the facts in their reaction on the family and the household 
which men, however able, do not always possess. In the factory, 
in the trade union, in the office, it will become more and more 
apparent that if women are to do their share of work to the best 
advantage they must also take their share in the planning, 
arrangement, and co-ordination of means to ends. 

B. L. Hutchins 



JAPAN’S FINANCIAL OPPORTUNITIES 

The war lias turned many tilings upside down and produced 
many situations which before its outbreak were undreamed of. 
The British Press is sensible of the advantages of having Japan 
as one of our Allies, and very rightly expresses satisfaction at the 
assistance which she lias rendered in the Pacific. But what is 
by no means so widely realised is the fact that the war has com- 
pletely transformed the position of Japan in the matter of inter- 
national tirade and finance, has transformed it in a way that Japan 
has long desired, and has struggled much to bring about. Ever 
since she entered the sphere of international trade Japan has 
fought hard to obtain what she considered an adequate gold 
reserve, and the war looks like making her a present of this 
greatly wished consummation. For, while her share in the actual 
military operations has been comparatively small, she is playing 
her part in supplying the allied nations with war materials and 
foodstuffs, and is increasing her output of general manufactured 
goods to an extent which, while small in comparison w T ith the 
supplies coming from America, has been sufficient to alter com- 
pletely the former trend of the balance of trade. So Japan is 
exporting more than she is importing, and her gold reserve swells 
visibly everj week. 

On December 3ist, 1914, the total gold reserve of Japan was 
¥341,000,000; on December 31st, 1915, it was ¥512,000,000: 
these bare figures require a little explanation, afterwards to be 
given, before being accepted fully, but they indicate sufficiently 
that something is happening. 

The financiers of Japan, political and commercial, would prob- 
ably repudiate the charge of being mercantilists, and their pro- 
fessors of political economy are rather fond of affecting a judicial 
attitude, half-w r ay between mercantilism and that “obvious and 
simple system of natural liberty ” dear to the heart of Adam 
Smith ; they like to say that “the former is not entirely bad, nor 
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the latter wholly good,” a most wise judgment, except that in 
practice we are for the most part compelled to adopt the one or 
the otJier, and may not choose both. 

Japan is far from having any such complicated and cumber- 
some system as that under which England laboured 150 years ago; 
but she has an import tariff of 647 items, by the manipulation of 
which it is sought to “discourage imports,” and to direct them 
in the way they should go; she pays many bounties, grants 
exemptions from taxes, and dispenses other favours with a view 
to increasing production and “encouraging exports”; and a 
“favourable bajance of trade” is an object of constant solicitude. 
And the avowed purpose of all these operations is to “increase 
the gold reserve of Japan.” Until the new tendency created by 
the war had set in, the public speeches of Finance Ministers and 
other financiers in high places turned mainly on the urgent need 
for doing something to increase the gold reserve. 

Japanese financiers can scarcely be said to have deliberately 
chosen this out of a number of optional policies ; they doubtless 
feel — in their own minds, at least — that they have been driven 
to it by force of circumstances. It is well within living memory 
that Japan lias been opened up to foreign trade, and a gold reserve 
is one of the many things which have had to be created — almost 
out of nothingness, so to speak — within that period. The struggle 
was a very arduous and perplexing one ; among all the triumphs 
of the Japanese during the last fifty years, none, perhaps, is more 
remarkable than the long-continued and finally successful effort 
of Count Matsukata to establish the currency on a gold basis. 
When at last the thing was accomplished in 1897, by the aid of 
the Chinese indemnity, it seemed to the Japanese mere folly to 
regard what had been so hardly won as an object for “free trade,” 
to be doled out to all comers without let or hindrance. Accord- 
ingly, the import-checking, export-encouraging programme was 
developed, and while nominally Tokyo became an open market 
for gold, with the Bank of Japan notes fully convertible, yet the 
authorities exerted their influence against any gold exports on the 
part of private firms, much in the same way as the Keichsbank 
has been accustomed to do. What form the discouragement 
takes is not known to the general public, but in this land of 
subsidies, bounties, special exemptions, official encouragements, 
Government provision of cheap capital, semi-Government banks, 
and all the rest of it, it is not difficult to conceive of a score of 
methods by which it might be done. One, at any rate, of their 
devices is, that Japanese shipping lines, by order of the Govern- 
No. 102. — VOL. XXVI. o 
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ment, charge a practically prohibitive rate on the outward ship- 
ment of gold, and it is an understood thing that the Government 
and the Bank of Japan are unwilling for private concerns to take 
upon themselves to export gold. There is no open prohibition 
upon export, of course, and the Government and the Bank have 
themselves been compelled to part with large amounts, but they 
like to keep the business in their own hands as far as possible. 

But what may originally have been regarded as a policy of 
necessity now seems to be loved and cherished for its own sake, 
and it must be avowed that the commercial and financial leaders of 
Japan have become devoted adherents of a policy which in essence 
is mercantilism. It is probably asking too much to suggest that 
Japan should withdraw from this path of State-aided and State- 
encouraged commerce and industry, when so many other nations 
continue to walk in it ; and in these days especially, when in- 
creased economic pressure and ihe greatly enhanced national feel- 
ings excited by the w T ar combine to promote and sanction these 
“positive” policies, it is like crying in the wilderness to raise a 
voice against them. But the student of economics, while recog- 
nising that such feelings are a natural product of the times, must 
still continue to think them pernicious when they take this 
direction; and in Japan the numerous and varied forms of mer- 
cantilist activity seem to provide so many opportunities for a 
relaxation of the “ positive” policies and for a return to more 
wholesome ways. And if the gold reserve really is, as so often 
declared, the object of solicitude of these “positive” policies, then 
this above all times seems to be the favourable moment when, 
under the more expansive and generous influences of a largely 
increased reserve, a beginning might be made in getting rid of 
some of the old practices. 

To begin with a small matter somewhat off the main line of 
the argument, the present would seem to be an excellent oppor- 
tunity for the authorities to abandon their policy of semi-secrecy 
in regard to Governmental and banking finance. In addition to 
keeping an account with the Bank of Japan, the Government to 
some extent manages its own money matters, and, after the 
manner of the United States Treasury, keeps a gold fund of its 
own; but, unlike the United States Treasury, the amount and 
movements of this fund are not usually disclosed to the public. 
An announcement was made that, on December 31st, 1915, 
Government held Y152,000,000 of the total, the remaining 
Y360,000,000 being in the hands of the Bank of Japan. It would 
appear that the Treasury is in the habit of importing and exporting 
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gold direct — that is, without the intervention of the Bank of 
Japan; the method of internal operation of the Treasury fund 
is, that the gold is exchanged at the Bank of Japan for notes, 
and vice versa, according to the respective requirements of 
Government and the bank. No floubt the finance management 
is essentially sound, though it seems rather cumbersome, but 
the main point is, that business men frequently complain that 
they never really know how the country’s finances stand, that 
their own calculations are frequently falsified by the effects oi 
some of these secret movements of gold. The bank, it is true, 
publishes its weekly account, but with the unknown funds in 
the Treasury vaults almost next door, and the frequent inter- 
change between them, no man can tell whence the gold cometh 
nor whither it goeth. A Japanese professor of economics in one 
of the Government institutions remarked to me that “there seems 
to be some confusion about the country’s gold reserve.” 

A still further confusion is introduced by the fact that the 
authorities are in the habit of keeping a gold deposit in London, lor 
various purposes connected chiefly with its foreign loan operations. 
The amount of this reserve also is not regularly published, and 
its precise nature and whereabouts are not a little doubtful ; it 
was once admitted by a finance Minister that part of this fund 
had been employed in the purchase in London of the bonds of 
the Industrial Bank of Japan, one of the Government proteges 
which had run into rather low water. On December 31st, 1915, 
no less than Y382,000,000 out of the total reserve of Y512,000,000 
was classified as being held abroad, much of it in the form of 
British Exchequer Bonds. 

.Figures of “Japan’s Gold Reserve” may therefore mean any 
or all of three funds, viz., the Bank of Japan’s gold fund, the gold 
in the Treasury, and the gold reserve in London ; and the term 
“gold” is sometimes made to include sundry securities, more or 
less gilt-edged. During recent months, since the increases in the 
reserve made if a subject of gratulation, frequent announcements 
of the totals have been made. Tt would be most satisfactory if 
a precise weekly account of all these various reserves might in 
future be given to the public. At one time a regular return was 
published, and there is no good reason why the practice should 
not be continued. Bagehot refers to the beneficent and steadying 
influence of definite knowledge of the state of the gold reserve, 
compared with the vague alarms occasioned by ignorance. 

The next step would be th.at Japan should use her gold resources 
for the purposes for which they are commonly supposed to be 

o 2 
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held. It may be mentioned in passing that the Japanese have 
almost outdone the Americans in their preference of notes to 
gold for ordinary currency purposes ; gold coin is practically never 
seen by the ordinary citizen, and the ordinary provincial shop- 
keeper would regard it very dubiously. In the present condition 
of public feeling it is impossible to conceive of a run upon the 
Bank of Japan for conversion of notes into gold. It would there- 
fore appear that the other chief purpose of a gold reserve to meet 
foreign demands might be all the more adequately filled. Of 
course, a nation that would be called solvent must be able to meet 
all its liabilities, but surely it is ordinary business and ordinary 
common-sense to deal with one liability more effectively when 
another presses less heavily. 

As before stated, however, the Japanese follow the plan in 
vogue in various other countries ; while notes are nominally freely 
convertible, the Bank of Japan privately frowns on such trans- 
actions when intended to furnish gold for export. This general 
question of gold reserves is one of many which it will be possible 
to answer more fully when we have seen the financial develop- 
ments which will follow the end of the war, and Japan will be able 
to profit by whatever lessons may then be learnt. If, as many 
believe, the vast accumulations of gold in the hands of belligerent 
nations shall be found to be perfectly useless, except, perhaps, for 
the payment of indemnities (even so a questionable advantage), it 
may be hoped that this country will cease from devoting so much 
time, energy, and capital to the mere accumulation and storage of 
gold, and will learn to regard that metal as a live, active, economic 
agent, really to be used as the “ medium of exchange ” which all 
the text-books describe it to be. Japan is no longer a beginner 
in the economic career ; she can no longer regard herself as having 
a precarious footing on a difficult path, as struggling to obtain 
and to hold a mere handful of the elusive yellow metal. Her 
credit is now stable, her gold supply adequate to her needs; let 
her give to herself the benefits of an open gold market, paying 
her debts freely through whatever channels may be most con- 
venient to her merchants. 

That the authorities, who reserve to themselves the business 
of handling the gold, have not been negligent in the duty is 
obvious from the notable steadiness of exchange. During seven- 
teen years from 1898 to 1914 the lowest value of the yen in 
sterling was 2s. 0 Jd., and the highest, 2s. Oy#d., though the latter 
figure has recently been far exceeded. Even so it would appear 
to be possible to secure a slight improvement, the average rate of 
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the yen for the same period being 0‘151d., or 0*61 per cent, below 
mint ^ar, the New York rate being still less favourable, namely, 
0*341 cents, or 0*68 per cent., below mint par. These are appreci- 
able deficiencies to pay upon the trade of seventeen years, and 
rather greater than would be caused by the general tendency of ex- 
changes to run in favour of London, which is itself partly the effect 
of the closing of other gold markets. But the added credit and 
prestige of mercantile houses who could command gold whenever 
they chose would be the greatest advantage to be gained from 
the open market, the development of robust, enterprising private 
firms, of stablejand recognised credit, being one of the great needs 
in the progress of Japanese trade. 

During the last twenty years it would have been impossible 
for Japan to have maintained the exchange value of the yen or 
to have retained her stock of gold, without frequent recourse to 
foreign loans, contracted by central and local governments, and 
by the larger business concerns. One of the large facts about 
Japan is, that imports have usually been vastly in excess of 
exports ; another is, that the internal supply of capital is inade- 
quate to support the rapid rate of development of the country. 
On account of these two facts, the money market has periodically 
come to the point at which a new foreign loan was essential, either 
to maintain the exchange, or to supply funds to the money market, 
or for both of these purposes. Such a point had been reached in the 
summer of 1914, and a loan from Paris was being discussed, when 
the outbreak of the war both terminated the negotiations and 
removed the need for them ; but it is reasonable to expect that 
when normal conditions have been re-established after the war, 
the same state of affairs will recur. This may be regarded as a 
perfectly reasonable and legitimate procedure, so long, that is, as 
the proceeds of the loans are devoted to really productive 
purposes. Economically, Japan is a new country, equipping 
herself for the first time with all the modern mechanism of pro- 
duction, and ever since the days of Adam Smith at least it has 
been recognised as a normal procedure that a new country should 
import quantities of foreign capital to assist in developing its 
resources. One of the common criticisms of the Japanese authori- 
ties is, that by various restrictions they impede the importation 
of foreign capital, and it may therefore be presumed that the 
actual quantity imported is not in excess of requirements. It will 
be quite in accord with sound economics if this procedure con- 
tinues ; and if a replenishment of the gold supply is found neces- 
sary at any time, the proceeds of foreign loans may be 
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imported in the sha-pe of gold just as well as in the shape of 
merchandise . 1 

The only alternative to these contentions is that the gold hoard 
is intended for ^he emergencies prising from war, a subject which 
it is unnecessary here to enter upon, except to remark, perhaps, 
that if the nations of the earth are going to hoard gold merely to 
serve as spoils to the victor, and if any part of the misery of war 
is going to be endured merely for the sake of transferring 
possession of these otherwise useless hoards, then it would seem 
that the sooner all the gold on earth is buried in mid-Atlantic, the 
better it will be for the happiness of mankind. 

On several occasions the Japanese Government has consented 
to act as guarantor for loans raised in foreign countries, a matter 
which has called forth considerable comment, and seems likely to 
do so again. Foreign investors naturally prefer to have their 
Japanese securities backed by the Government, which means that 
those interests which are not fortunate enough to secure this 
favour are compelled to pay a higher interest for their accommoda- 
tion. It would seem that here also the stage has arrived in w T hich 
the Government might safely leave large corporations to make 
their appeals for funds upon their own responsibility, for only so 
cap they come to have the reputation of being worthy of credit, 
and the invidious and unfair distinctions between those who 
have, and those who have not, been favoured with the Govern- 
ment guarantee will then be removed. 

This leads on to the various other methods by which the 
Government has been in the habit of supplying capital at interest 
cheaper than market rates ; and then we are upon the threshold 
of the bounty question, especially those upon shipping, of which 
it was recently stated in the Diet that, even in these days of 
enormous shipping profits, they still had to be paid to maintain 
certain otherwise unprofitable services. 

But it is not necessary to labour the matter further. These 
principles are old, and often advocated. The thing which is new 

1 In the American Bankers' Magazine for December, 1915, Mr. Seay, Governor 
of one of the new Federal Reserve Banks created under the recent Act, mentions 
that the total gold holdings of the Banks of England, France, Germany, and 
Russia increased by £37,000,000 during the first year of the war, and the 
liabilities on deposits and noto circulation by £880,000,000, and ho anticipates 
a great increase in competition for the possession of gold. This is undoubtedly 
true, but the same rules as hitherto will govern the game ; the gold will go to 
the highest bidders, and those who hold and refuse to surrender will pay the 
market price just as surely as new buyers ; in addition to which they will pay 
something for not using their reserves for the purposes for which they were 
intended. Without doubt it is by using, and not by hoarding, gold that the 
benefits of its possession may be attained. 
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is the great opportunity which Japan has of taking the plunge 
and ridding herself of some of these old shackles. It is not from 
thinking lightly of Japanese commerce and industry, but from 
thinking well of them, that I venture to suggest a relaxation of 
the policy of restriction, control*, and special indulgences. The 
Japanese have the vigour and the abilities to make and hold for 
themselves an honourable competency in the world’s markets, if 
only they can enjoy free scope and opportunities ; but the ener- 
vating influences of extensive Government action are everywhere 
apparent in a dependence upon official assistance, a continual 
looking to the authorities to support and further any new enter- 
prise that may be evolved. 

Though one of the Allies, Japan is really outside the vortex 
of the strife at present raging in the world ; she is neither inflamed 
by the passions of war, nor weighted down under its economic 
burdens. On the contrary, she is profiting by the relaxation of 
competition the world over, by the enormous demand for the 
materials of peace and war, and by the prosperity of the shipping 
interests. No nation ever had so good an opportunity to establish 
its economic life upon firm and healthy foundations. 

T. H. Sanders 


Yamaguchi, Japan. 
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CENTRAL EUROPE AFTER THE WAR 

Milteleuropa. By Friedrich Naumann. (Berlin : Georg 
Reimer, 1915. Pp. viii + 299.) 

To be unprepared for peace is almost as dangerous as to be 
unprepared for war. With the British Empire it is perhaps even 
more dangerous. The extent of our Empire and of our sea-power 
and the strength of our alliances gave us time to put on our armour 
after the war had broken out. Once, however, effective negotia- 
tions for peace have begun they ought to be perfected as quickly 
as possible. Unless the nations concerned have made up their 
minds on the principles and limits of possible peace, the peace will 
be no better than a mere cessation of war by exhaustion — more 
like the peace of death than the peace of God. Even supposing 
that it is a fight to a finish, and that one side four own side) is 
completely victorious, we cannot simply lay waste Central Europe 
and sow its lands with salt. We cannot even dictate terms of 
peace altogether regardless of the opinion and the hopes of our 
adversaries. The British Empire is by long tradition tolerant and 
generous. Its structure is as composite as that of the world itself, 
and its sympathies are in consequence world-wide. We desire to 
fulfil the reasonable expectations of all other nations. Everything 
turns on what is reasonable in the circumstances. We want to 
know what are the real aims of our present enemies, and what, in 
the light of the present war, will be the main lines of their policy 
after the war. We want to look at the questions that must be 
answered before the great peace from all points of view, including 
that of our enemies. We must take account of the fact that the 
war itself, whatever the military results, must change many funda- 
mental ideas of national policy. The inter-relations of the States 
of the British Empire will be different, so will the inter-relations 
of the Central European States. International policies must be 
modified by these changes in national policies. 

In this Journal we are only concerned with economic policy, 
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but the economic problems of the coming peace are of the kind 
and breadth that were discussed by Adam Smith, whose large 
ideas* of future progress were always conditioned by “the circum- 
stances of the society by “the prejudices and the interests of 
the times,” and other disturbing causes which lie beyond the 
domain of any pure theory of economics. Even J. S. Mill, the 
great exponent of the deductive method, was obliged to admit 
that in one great group of economic problems it was not possible 
to confine the attention to economical considerations alone. A 
similar breadth of view is desirable in discussing the economic 
problems of the coming peace. And such is the breadth of view 
in the work recently published by Herr Friedrich Naumann on 
Central Europe, a work which is said to have had a phenomenal 
success in Germany, and to be there regarded as quasi-semi-official 
in its suggestions of after-the-war policy. 

Apart from any kind of hyphenated authority, the book provides, 
in a very convenient form, a conspectus of the facts and the circum- 
stances, the opinions and the prejudices of the principal enemy 
countries, such as they were before the war, such as they are in 
the war, arid such as ihey are likely to be after the war. “Reading 
maketh a full man,” and the repast offered in Mittclmropa is a 
very filling repast. But it is much more than a mere array of 
substantial facts. The success of the book in Germany is not in 
itself a guarantee of its success with the English reader. There 
have been since the war many successful books in Germany which, 
to recall a Dantesque expression, are worthy of silence. We have 
been so deluged in this country with extracts from prose versions 
of songs of hate and the like that at first sight the invitation to 
read through Herr Naumann’s three hundred closely printed pages 
(in German character) in search of the reasonable expectations of 
the Germans does not seem very attractive. Be it said, then, at 
once that the work is quite different from the typical war literature 
of Germany. There is nothing in it from beginning # to end-- not 
even in tone or insinuation — that could give offence to any 
nationalist of any country. It is also quite different from the 
typical German work of peace-time. It is eminently readable. 
The learning and the labour are hidden away in the foundations 
or stored for reference in an appendix. The style is lively and 
w T ell-garnished with similes and humour. The argument is genial 
and (from the German standpoint) sweetly reasonable, but by no 
means sickly sweet. There are some bitter home truths — for the 
Germans. The Utopian is eschewed. There is no dream of 
universal peace. On the contrary, the main trend of the argument 
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is that wars must come in the future and that the first duty of the 
new Central Europe is to be prepared for war. The pleasing 
literary style should not delude the reader into supposing that the 
argument is not solid and well-balanced. It is, indeed, so solid 
and far-reaching that a short resume is impossible. Instead of 
trying to outline the general treatment section by section, it seems 
more profitable to call attention to some of the foundational ideas 
and to some of the most significant results and proposals. 

The book was planned, so the author tells us, in April of last 
year, when the Russians w r ere being driven back from the Car- 
pathians. Throughout it is implied that Germany \vill be victori- 
ous in the end, although the estimate of victory is what in business 
circles would be called conservative. There may be some bending 
of the international boundaries on the East or the West, but the 
extent of the bending does not much affect the main argument. 
What would become of the main argument if Germany were 
defeated is not conjectured. Victory is relied on to get rid of 
minor jealousies and to smooth away national friction. As one 
result of the war there is to be a kind of blood brotherhood. 
Mutatis mutandis, it might be thought that defeat would lead to 
mutual recrimination and insistence on national interests, but that 
is another argument . 

One of the most remarkable of the foundational ideas is that 
even if the Central Rowers are completely victorious neither 
Germany nor Austria-Hungary can stand alone. “Klein und 
allein ” will mean destruction to Germany whatever the result of 
the war. This is not the cry of the eagle that we have become 
familiar with. But there is no doubt about the contention. The 
possibility of various alliances with other Great Powers is discussed 
in the most detached way. France, Greater Britain, and Russia 
are all weighed, and all are found wanting as allies, though the 
two former, are said to be in theory quite possible. A similar 
argument is applied to Austria-Hungary. Still less than Germany 
can the Dual Monarchy stand alone. Isolation means partition. 
Therefore for both Central Empires the absolutely necessary solu- 
tion must be a combination closer than any ordinary alliance — 
closer even than that maintained during the war. Germany and 
Austria-Hungary must be bound together so as to attain the maxi- 
mum of military power, and, as an essential foundation, the 
maximum of economic power. This close union of the two 
Empires is the necessary foundation of the New Central Europe. 
To begin with, it would be useless to try to gather in the 
other outlying nations which it is hoped in the future will be added 



1916] 


CENTRAL EUROPE AFTER THE WAR 


203 


to the New Great Power. The Northern nations and the Southern 
nations are for the present left out. First of all, the foundations 
must be well and truly laid before the full structure can be raised. 
The complete designs of the architect are not wanting in grandeur. 
“ Sometime ” he hopes that both* France and Italy will find that 
their destiny is Central-European. Belgium is not mentioned by 
name — Herr Naumann is a great master of the art of silence — 
and Bulgaria, Serbia, and Turkey are put on the general waiting 
list for future admission to the Central-European State. Eventu- 
ally it would seem that Central Europe is to embrace all Europe 
that is not Russian. But to begin with the author insists that 
the Union must not extend beyond Germany and Austria- 
Hungary. This is the maximum lor a beginning, but also it is 
the minimum. Most of the argument for conversion is directed 
to Hungary. Hungary is absolutely necessary for the New Central 
Europe. The vanity of the Magyars ought to be flattered. 
Germany cannot stand alone, and the chief prop is to be Hungary. 
But there are difficulties. Somehow we are reminded of the 
Athanasian creed. Each of the three Unities of the future 
Trinity — which is not three States, but one Super-State — will 
have its own difficulties of give and take in the process of super- 
absorption. The new Central Union is to be a union passing 
the expression of treaties, but it is not to be a merely sentimental 
bond of affection, though there is some pretty writing — not quite 
so convincing as usual — from the brotherhood standpoint. Herr 
Naurnann’s reflections on the imper lections of treaties and the 
impossibility of taking into account all the possible changes of 
circumstances are noteworthy. He seems to think that treaties 
are made to be broken, or, at the least, are liable to be misunder- 
stood and misinterpreted. The view is supported by the very 
latest of practical illustrations. The result is that the New 
Central Europe must be bound together by something stronger 
— far stronger — than any treaties or written covenants. But there 
are difficulties. Even the Germans — and especially the Prussians, 
and more particularly the little Prussians (Herr Naumann delights 
in the adaptation of English modes of thought and expression) — 
must give up the old habits of thought and of practice and take 
on the new. The case of Hungary is the most difficult, but the 
admission of Hungary as a full partner in the new political busi- 
ness is absolutely necessary. 

There is a masterly account of the divergent interests of the 
three great nations (with their sub-nationalities), and the case 
against union is put so strongly that the appeal to necessity is, in 
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t<he end, the real solvent of the difficulties. To each of the Powers 
isolation means destruction — even to Germany. That is the 
whole burden of the argument. The demonstration is ruthless. 
It must be Central Europe or nothing. A most luminous account 
of the development of present conditions out of the past is an 
excellent example of that historical method which throughout 
has dominated the thought of the writer. His object, it is true, 
is to outline the project of a New Central Europe, but it is not to 
be made dc novo. It must grow up in the manner beloved of our 
own Burke. Each of the three Unities is to surrender to the 
indissoluble Trinity what is necessary to the common good — mili- 
tary and economic — but is to retain all the national characteristics 
and functions that are not essential to the new State. Great stress 
is laid on the retention of original independence in all non- 
essentials. The old distinction beloved of the examiner between 
the Bundcsstaat and the Staatcnbund is brought in to clear up 
the ideas. The New Central Europe can never be a Bundcsstaat 
— the Staaten must retain too much. At the same time, the dis- 
tinction is shown to be rather one of words than of facts. The 
distribution of the appellation depends on the estimation of the 
value of the elements retained compared with the elements 
rejected. The real difference will depend on the nature of the 
binding. 

Two points call for notice at this stage. If Germany cannot 
stand alone, a fortiori no smaller nation can stand alone. Herr 
Naumann takes it for granted that the day of the little nation is 
over. Every little nation must be, so to speak, a client or a 
dependant of a big World-Power. No little nation can ever 
again take any real independent part in the decision of peace and 
war. It must do as its dominant Super-State may direct. Sove- 
reignty in the proper sense is reserved for the Super-States. 
Germany itself is too small for a Super-State — hence the need for 
a Central Europe. The New Central Europe must be big enough 
to balance Greater Britain, or "Russia, or the United States of 
America — the other three Super-States. Herr Naumann seems 
specially impressed by the absorbent capacity of the British 
Empire. Why should the New Central Europe not show in the 
course of time a similar power? This leads to the second point 
of interest in connection with the disappearance of the sove- 
reignties of the little nations. Herr Naumann has been greatly 
influenced in his project of a Central Europe by the course of 
British history and by the ideas under which the British Empire 
has been built up. He condemns the old Germanisation by sup- 
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pression — suppression of language and of race character — and he 
looks forward to diversity in unity. German toleration in religion 
after the style of the ancient Roman precedent is not to be 
wondered at, but toleration in education is also preached. 
Variation from the Prussian t$pe is to be permitted and even 
commended. The difference between the old British Empire and 
the New Central Europe is that in the latter from the beginning 
in all essentials organisation is to be supreme. Organisation back 
from the eighteenth century has been the strength of Germany — 
that also is one of Herr Naumann’s foundational ideas. A curious 
proof of Germany’s superiority in organisation is given by Herr 
Naumann’s answer to the very pertinent and interesting question : 
Why are we Germans not beloved by other nations? The 
Germans all the world over have been frankly astonished by the 
absence of love, not to say the presence in most cases of the other 
thing. Herr Naumann finds the solution in the jealousy in other 
peoples of the superior German organisation. Probably he is 
right. Organisation is a word of very wide import. It includes 
many forms of peaceful penetration which are distasteful to the 
people penetrated, especially when the full consequences are 
revealed in a state of war. 

In the determination between essentials and non-essentials in 
the new Stale — how much is to be left to the Unities and how 
much taken up in the Trinity — a considerable debatable margin 
is left. In fact, in spite of the wealth of facts and history, the 
argument is in the main simply a reiteration of certain leading 
ideas. The precise application is left to the march of events — 
solvitur ambulando is the practical answer to most of the practical 
difficulties. 

At the same time these leading ideas are by no means nebulous. 
They are made perfectly plain, and their practicability is shown 
in detail. The details may he changed, but they suffice to show 
how the thing may be done. Perhaps some better way may be 
found ; perhaps not. The point is that the ideas are real working 
ideas, and not emotional sentiments. 

The root idea of all is power — Central European power — 
power in war and power in trade. The discussion of power in 
war is limited partly by the present existence of a state of war 
and the consequent censorship, and partly by the fact that Herr 
Naumann is a civilian. The treatment is certainly up-to-date — 
with one exception. The defence of the future, he thinks, will 
consist first in thousands of miles of trenches and barbed wire, 
and, secondly, in the accumulation of stores of all the materials 
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necessary for national existence — e.g food, raw materials, and 
munitions. Above all, there .must be organisation — Teutonic 
organisation — to pile up and distribute the stores and to 
man the trenches and ensure the mobility of the Super- 
State forces behind. There is <one omission. No mention is 
made of the air services. In the next forty years, however, 
warfare in the earth beneath may give pride of place to warfare in 
the air above. Perhaps the silence of Herr Naumann in this 
matter is due to the German censor. Herr Naumann, with his 
British ideas of toleration and humanity, could hardly have men- 
tioned the air services without a condemnation of the sporadic 
bombing in the dark of the island of Great Britain. Incidentally, 
he may Be pleased to hear that his present reviewer was privileged 
to witness a Zeppelin display in what the British censor calls the 
South-East of Scotland. It was not magnificent and it was not 
war ; it was more like a railway accident than a militaiy operation. 
The reviewer can well understand Herr Naumann’s censored 
reflections. Perhaps, after the war, his views on this method of 
preparing for the New Central Europe may be published unre- 
strained in this Journal. 

One thing certain about the New Central Europe is that it is 
to be a first-class military State. There are dark hints that all 
did not work so w T ell as outsiders were led to believe in the Central 
Powers’ organisation in the present war. The defects are to be 
remedied by a thorough Prussification. Other nationalities may 
retain their war-trappings, &c., but the new Central-European 
army must be one. Not once, but repeatedly, it is asserted that 
the future is certain to bring forth more wars, and therefore the 
first duty of Central Europe is to provide for war. The new State 
is, above all things, to be a military State. 

At the same time it is recognised that military power is 
inseparable from economic power. Accordingly, the economic 
arrangements. of the new Union must first of all have regard to 
defence. Defence is of more importance than opulence. But 
opulence is necessary to defence, and opulence is the short name 
for “material interests.” The new Union must be strong econo- 
mically. It must therefore be so constructed as to secure to the 
component parts various forms of economic equality, including 
equality of opportunity. With this object in view an analysis is 
given — in itself most excellent — of the economic possibilities of 
each of the three great nations and of their sub-nations. The 
principal industries are classified, and so are the principal kinds 
of foreign trade. An equitable distribution is to be made of 
national resources, and account is to be taken of the different 
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stages of economic development. The details are liable to change 
according to experience, and must be read in the book itself. But 
the i&eas that are here applied are of the utmost consequence as 
regards the after-the-war policy of other nations. They are of 
special importance to the States of the British Empire. 

One of these provocative ideas is that in itself a customs union 
is not sufficient as the basis of an economic union, and its import- 
ance is liable to be exaggerated. In the main a customs unior 
as regards the outside world is a thing to be desired, but such a 
union would affect very differently the different parts of the new 
Central Europe. The sudden and complete abolition of the 
present fiscaf restrictions between Germany and Austria and 
Hungary would lead to disturbances of a ruinous character to 
important industries. The two latter countries could not with- 
stand the full blast of German competition. In the same way, if 
the distribution of foreign trade were to be left to the survival of 
the fittest, Austria and Hungary could not compete with Germany 
in many branches which from the national standpoint it is 
important that they should still maintain. 

The remedy for the possible evils of such competition is to be 
found in regulation, and the principal kind of regulation is the 
regulation by combination. Organisation by syndicates of various 
kinds is the recognised basis of the production and distribution of 
the new State. In some cases bounties and in others preferential 
duties may suffice, but for the most part a much more developed 
control is contemplated. Spheres of influence are to be assigned 
both in the home and in the foreign trade. In all the great indus- 
tries and trades there is no place for unregulated competition. 
Its place as the primal force is taken by monopoly of varying 
degrees. 

In this syndicating of industry and trade the interests of labour 
are not forgotten. Professedly quite as much attention is given 
to labour as to capital, and the profession is not merely verbal, 
but real. The author recognises that the basis of Central Europe 
must be democratic. It is true that in a sentence he disclaims 
the possibility of a republican form of government as non- 
historical, but it is always implied that the rulers must rule in 
accordance with the sentiments and the interests of the ruled. 
During the present war evidences have accumulated that it is not 
a war imposed on a reluctant people by a military caste, but a 
war backed by the full power of national opinion. Recent reports 
on the guiding ideas of the German trade unions seem to show 
that the German masses look on the war as necessary to promote 
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. their material interests, and they frankly disbelieve that England 
is actuated by any other motives — c.gr., regard for treaties, the 
rights of smaller nations, &c. 

The close connection between military and economic power 
in Herr Namuann’s argument is perhaps responsible for the fact 
that in dealing with foreign trade lie has discarded the old ideas 
of reciprocal advantage in favour of the still older ideas of mutual 
exploitation. Peace is war deferred or suppressed. There is 
no room in Herr Naumann’s philosophy for Adam Smith’s conten- 
tion that the richer the neighbours of any State so much the better 
for that State. The economic policy of the New Central Europe 
is to be an aggressive jvolicy, directed in every case to the end that 
in the distribution of the advantages of foreign trade Central 
Europe should secure the greater share. 

There are many side-issues of great interest and importance in 
Herr Naumann’s book. Such, for example, is the probable effect 
of the war on the development of State Socialism. From this 
point of view the recent advances of the Kaiser to the Socialists, as 
reported in the Press, are not so much dynastic as evolutionary. 
Industrial feudalism with the Kaiser as First Industrial is an old 
idea. Herr Naumann is of opinion that already the present war 
has shown that Central Europe is prepared to become a great 
Socialist State. The German defeat of the British blockade is 
ascribed to the adoption of Socialistic methods. 

There can be little doubt that the policy foreshadowed in this 
book of Herr Naumann represents a large body of opinion both 
of the ruling official classes and of the masses. In case of a 
Central Powers’ victory, or even of a drawn battle, the policy seems 
likely to be realised — that is to say, that a great Socialist military 
State will be established in Central Europe which in the course of 
time will endeavour to absorb the remainder of non-Bussian 
Europe either by peaceful methods or by war. France, for 
example, is told that she will have to choose between playing the 
part of a somewhat bigger Portugal to England or taking her 
place with the Central European State. Germany cannot stand 
alone ; still less can France, and still less can Italy. 

Herr Naumann, it is true, writes very much under the influence 
of English ideas as opposed to the old Prussian ideas. One would 
suppose from his argument that already the Government of 
Germany is Constitutional, as we understand it, and that the 
Government of the New Central Europe will be still more Con- 
stitutional. The little nations are to be left full national inde- 
pendence — except as regards military and economic power. 
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Except — the saving clause is a wide one. Government by consent 
is to be the new watchword. But when all allowances are made 
for the influence of English ideas, the Central-European ideal is 
not the ideal of the British Empire. We cannot think of that 
Empire growing into a military. Socialist State. Our natural 
policy, however, must be modified by the policy of a neighbouring 
Super-State, We must be prepared for t } ye possibility of a still 
stronger Central Europe. 

J. S. Ntcholson 


WOMEN IN INDUSTRY. 

Women in Mvdern Industry. By B. L. Hutchins. (G. Bell 
and Sons. Pp. xix + 315. Price 4s. 6 d.) 

Memoranda Issued by the Health of Munition W orkers Com- 
mittee. Nos. 1 to 10. 

How long does it take for the civilised world to learn an 
economic truth? We might seek an answer in the fallacies which 
still cluster round the problem of Free Trade r. Protection ; but 
that is a difficult problem, admittedly compiler ted by extraneous 
considerations. A far simpler issue is raised by the purely 
economic question of whether it pays to overwork the human 
element in production. So long ago as the first half of the nine- 
teenth century it was demonstrated over and over again that it 
did not pay, that better results could be got from less work ; but 
the lesson cannot be said to have been learned even yet — learned, 
that is, so as to have become instructive and inevitable, like the 
knowledge that the fire will go out unless supplied with fuel, or 
the harvest perish if water lacks, or machinery break down for 
want of due attention. Even the humanitarians who have been 
most diligent in demanding more consideration for the workers 
have generally thought it necessary to do so on the ground that 
industries which used up their workers were “parasitic” and so 
injurious to the community. And for proof of our “invincible 
ignorance ” we need only consider what happened when the war 
broke out, and the men responsible for organising a vast extension 
of industry did so on the assumption that every increase in the* 
number of hours worked meant an increase of output on the part 
of the individual worker. 

We are led to these reflections by the survey of women’s 
industrial position contained in Miss Hutchins’ book, combined* 
with the graphic accounts of the conditions under which munition 
workers have been employed which have been issued 'by the 
Committee on the Health of Munition Workers. 

No. 102. — vol. xxvi p 
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The former begins with a “historical sketch” which is not 
very enlightening ; probably the material hardly exists for a 
history of woman’s work apart from that of the family ’before 
the days of the “Industrial Revolution.” But in her second 
chapter Miss Hutchins comes to grips with her subject, and 
skilfully and sympathetically traces the development of the posi- 
tion of working women throughout the eighteenth and nineteenth 
centuries down to the present, time. She has not only mastered 
the documentary evidence, but has made herself personally 
acquainted with the industrial conditions of to-day ; she cares 
much for her subject and writes well and clearly. She has, there- 
fore, special qualifications for handling the wealth of material 
which has accumulated since the concentration of labour and its 
differentiation from home life first made factory legislation pos- 
sible, and more especially since the appointment of women as 
inspectors. The general conclusion she draws from her study of 
these records is that, unsatisfactory as the position of the working 
woman still remains, she “lias attained at least to the position of 
earning her own living and controlling her own earnings, such 
as they are. She has statutory rights against her employer and 
a certain measure ot administrative protection in enforcing them ” 
(p. xviii). 

It is difficult, perhaps impossible, to say how far any degree 
ot improvement is due to measures aimed directly at benefiting 
women, and how lar it must be ascribed to the general strengthen- 
ing of the position ol labour as a whole. The best results are 
undoubtedly attained by the recognition that the interests of 
men and women are fundamentally inseparable. Miss Hutchins 
hersell, whose tendency is to emphasise the separate interests 
of women, recognises that when men and women are employed 
in the same industry t be right policy is for them to combine in 
the same union. Not only are difficulties of organisation much 
lessened, but (he danger of men being superseded by lower-paid 
women is effectively guaided against. The organisation of women 
m their own separate unions is much like the task of drawing 
water in a sieve, so hard it is to attract them in, and so hard, 
again, to hold them there. Yet the work does advance, as the 
chap! its on women m Trade Unions show; and a special effort 
is now being made in those industries to which the Trade Boards 
Act has recently been extended (p. ] 41 ). 

it seeius likely, however, that the best chance of organising 
the women with any degree of completeness lies in the develop- 
ment of industrial as contrasted with “craft” unionism. In an 
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interesting chapter on women’s unions in Germany we are told : 
“The Germans hold that the organisation of the unskilled labourer 
is as important as that of the mechanic, and their great industrial 
combinations include all men and .women workers within the field 
of operations, irrespective of their particular grade of skill. 
Endeavours are made to enrol all workers in big, effective 
organisations, and the success of these tactics has been most signi- 
ficant. While in Germany two and a half million workers a*'e 
organised in forty-eight central 1 * sed unions, all affiliated to the 
General Commission (of Trade Unions) as the national centre, in 
England there* are more than a thousand separate unions with 
about the same total membership. In England hardly one million 
Unionists out of the two and a half belong to the General Federa- 
tion. These facts are not without bearing on the position of 
women workers. English working men complain of the com- 
petition of women ; the moral is, organise the women ” (p. 159). 

An analysis of women’s wages, based upon the wage census of 
1900, has been contributed in a chapter by Mr. J. J. Mallon. 
Here are given the “average” earnings of women in the principal 
industries in which they are employed, and an attempt is made 
to estimate how far women may be regarded as dependent upon 
their own earnings. The resulting figures are low enough ; 
the averages range from 10s. 6d. to 18s. 8 d., and it is pointed out 
that where an average is given, from 40 to 50 per cent, of the 
women employed earn less, and in many cases very much less, 
than the average (p. 229). More encouraging is the undisputed 
fact that there is a decided movement in an upward direction ; it 
is estimated that in the textile trades the rates of women’s wages 
have more than doubled in the last sixty years, and there has been 
a similar if not so marked an increase in other industries. 

Not less important than the question of wages is that of the 
hours of work and its conditions. The human body must be 
sufficiently fed, and that depends primarily upon wages ; it must 
also have sufficient rest and congenial surroundings if it is to be 
efficient, and in modern industry these depend but little upon 
the wages. They depend almost entirely upon the intelligence 
and goodwill of the employer, for, even when the law intervenes, 
it is effective only when the employer accepts it w r hole-heartedly, 
and that is still far from being generally the case. Some, no 
doubt, of larger views and more sympathetic imagination, have 
reached understanding. “In the Factory Inspectors’ Report for 
1912 many cases are mentioned where employers have voluntarily 
reduced hours of work and find that they, as well as their work- 

r 2 
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people, are benefited by the change. . *. . The same may be said 
in regard to other improvements in working conditions, such as 
ventilation, cleanliness, the provision of baths, refectories, medical 
aid, means of recreation; those who have taken such measures 
have found themselves rewarded by increased output ” (p. 202). 
That such enlightenment, however, is far from being universal 
even in normal times is shown by the extracts from Factory 
Inspectors’ Reports given by Miss Hutchins in an appendix to 
her book. 

But for convincing proof of how shallow an impression the 
lesson has made upon the industrial world, we repeat that we 
need only look at what lias happened since the outbreak of war. 
It is in an emergency that a man or a nation act upon their funda- 
mental instincts and beliefs; and in this emergency what the 
industrial part of the nation showed was, first, the determination 
to do their very utmost to assist the country in the way of produc- 
tion ; and, secondly, their belief that this utmost was to be 
achieved by working the longest possible hours under whatever 
conditions might arise. The action of the employers was accepted 
by the workers, who welcomed the prospect of overtime pay, and 
confirmed by the State, which relaxed the provisions of the 
Factory Act to admit of longer hours, of night-work, and of 
Sunday labour, for “protected persons.” To appreciate the 
results of this policy we must turn from Miss Hutchins’ book, 
which covers only the earlier part of the war, to the very interest- 
ing and important series of Memoranda issued by the Committee 
appointed by the Ministry of Munitions to advise on matters 
affecting the health and efficiency of munition workers. 

The first question which was considered — that of Sunday 
labour — presented problems so urgent that the Committee thought 
it necessary to issue an immediate interim Report. They found 
that though employers were generally opposed to Sunday labour, 
it had been 'widely adopted (a) on account of heavy demands for 
output, or ( b ) because of the desire of their workpeople to obtain 
the double or at least increased pay. The results were not good, 
even from the point of view of output, many employers stating 
that seven days’ labour only produces six days’ output (“at eight 
days’ pay”), and that reductions in Sunday work have not involved 
any appreciable loss of output. In this, as in other respects, the 
mistake arose partly from the fact that employers started their 
production of munitions by sprinting, as if for a short race, 
“whereas it is becoming evident that the course will be a long 
one, and that the hours of labour must be so organised as to 
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enable the output to be maintained at a regular level for a lengthy 
period” (p. 4). 

But it is not only in respect of Sunday labour that the mistake 
of overwork has been made. In Memorandum 5, on Hours of 
Work, the Committee tell of labour which is excessive to an 
almost incredible extent : “At one time cases of men working as 
much as 90 hours per week were common ; more recently there 
has been a tendency to reduce hours, but, even so, weekly totals 
of 70 to 80 hours are still frequent”! They tell also of “the 
practice prevailing in certain districts of working from Friday 
morning, all through Friday night, until noon on Saturday.” It 
is remarkable that, in such circumstances, they can report that 
they have not as yet found that the strain of long hours has caused 
any serious breakdown among the workers ; it seems probable 
that the men have instinctively saved themselves at the expense 
of the work. “Many witnesses assert that while for an emer- 
gency overtime is effective, after a period the rate of production 
tends to decrease and the extra hours to produce little or no addi- 
tional output.” 

Upon women the strain of long hours naturally tells more 
than upon men, and is not lessened by the spirit of patriotic 
enthusiasm in which so many of them have undertaken the work. 
“Tribute is constantly paid by foremen and managers to a similar 
spirit (of cheerful resolution) ; they tell of wnrkers readily working 
overtime in the knowledge that their action means the loss of the 
last tram and a four- or five-mile w T alk at midnight” (Memo- 
randum 4, Employment of Women, p. 5). Night-work is par- 
ticularly hard for them, especially when, as is often the case, the 
day has to be largely devoted to home duties. Small wonder that 
some managers consider that the last few hours of a twelve-hour 
night shift yield little output. ‘ In one factory visited at night 
the manager stated that fatigue prevented many of the women 
from making the effort to go from their work to the mess-room, 
though in itself the room w T as attractive. In another, visited also 
at night, several women were lying, during the meal hour, beside 
their piles of heaped-up work; while others, later, were asleep 
beside their machine, facts which bear additional witness to the 
relative failure of these hours. A few women of rare physique 
withstand the strain sufficiently to maintain a reasonable output ; 
but the flagging effort of the majority is not only unproductive 
at the moment ; it has its influence also upon subsequent output ” 
(p. 4). The long hours of actual work have been greatly aggravated 
by the fact, inevitable in the circumstances, that in many places 
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the workers have to travel long distances, and even so have been 
badly lodged in overcrowded areas. “A day begun at 4, or even 
3.30 a.m., for work at 6 a.m.', followed by 14 hours in the factory, 
and another two or two and a half hours on the journey back, 
may end at 10 or 10.30 p.m., “in a home or lodging where the 
prevailing degree of overcrowding precludes all possibility of com- 
fortable rest. Beds are never empty and rooms are never aired, 
for in a badly-crowded district the beds, like the occupants, are 
organised in day and night shifts.” 

It is obvious that human beings cannot continue to work effici- 
ently under such a strain as this, and little “scientific manage- 
ment” has been needed to point the way of reform. One after 
another, employers are being forced to recognise their mistake, 
sometimes by the fatigue, illness, and bad timekeeping of the 
workers, sometimes by some accidental shortening of the day 
which has shown that the loss of hours carried with it no diminu- 
tion of output; e.g., “several employers of different kinds who, 
accustomed to work their women from 8 to 8, were forced by 
lighting regulations and other causes to stop at, 6, found the out- 
put, undiminished” (p. 6). With this experience before them it 
is a matter of course that the Committee recommend a drastic 
reduction of hours, to be effected where possible by means of 
the three-shift system. 

But it is not only by over-long hours of work that the efficiency 
of the women is impaired. They are probably far more susceptible 
to the conditions of their work than men, and it is mainly for this 
reason that the appointment of women inspectors and supervisors 
is so import, ant. It seems hard for men to realise that conditions 
which might matter little to them may be an intolerable strain 
upon the differently-constituted frame of women. The late Lord 
Salisbury it was who opposed a Shop Seats Bill on the ground 
that he did not see why women should want to sit, down in work 
hours. It is a sign of growing understanding that the Committee 
declare that “Prolonged standing has been found a highly provo- 
cative cause of trouble to women and girls, whose health it has 
often permanently and seriously injured ” ; and recommend that 
“when standing is absolutely unavoidable, the hours and spells 
of employment should be proportionately short, and seats should 
be available for use during the brief pauses which occasionally 
occur while waiting for material or for the adjustment of a tool ” 
(p. 9). 

Other conditions which have occupied the attention of the 
Committee, such as ventilation, lighting, and the provision of 
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dining-rooms and food, are dealt with in Memoranda 3, 6, and 9 ; 
while^umbers 8 and 10 report on Special Industrial Diseases and 
Sickness and Injury. In Number 2 the work of “Welfare Super- 
vision ” is described, and the need for it, more especially in the 
case of women and girls, is strongly urged. We believe that in 
National Factories the appointment of a supervisor is now obli- 
gatory, and many private employers are finding the advantage of 
a disinterested supervisor whose sole business is to co-operate 
with him in promoting the welfare of his workers. 

In Memorandum 7 the question of industrial fatigue is dealt 
with in more Retail and with a study of its causes from a physio- 
logical point of view. Remarkable instances are given of improve- 
ment in output resulting from a diminution of hours and better 
organisation, in one case amounting to an increased quantity of 
shells from half the number of workers. The Committee' rightly 
protest against “misguided efforts to stimulate workers to feverish 
activity in the supposed interest of the country,” and “are bound 
to record their impression that the munition workers in general 
have been allowed to reach a state of reduced efficiency and 
lowered health which might have been avoided without reduction 
of output by attention to the details of hourly and weekly rests ” 
(p. 10). In conclusion, the Committee express the hope “that 
the study of industrial fatigue and the science of management 
based upon it, which is now being forced into notice by immediate 
need, may have lasting results to benefit the industries of the 
country during succeeding years of peace.” In this hope we 
concur, but with one proviso. How far the introduction of 
“scientific management” is to be followed by good results will 
depend almost entirely upon the spirit in which it is introduced 
and carried out. If it is clearly aimed at the interests and well- 
being of the workers, as we are glad to say is the obvious intention 
of the Committee, then we may hope that it will be well received 
by them after the first novelty has been overcome, and will lead 
to great results. But if the workers feel, as they certainly have 
felt in America and elsewhere, that it is only a device for extracting 
the last ounce of energy out of them, they will very naturally rebel, 
and nothing but failure and discord will result. Why, indeed, 
should even a share in the increased output reconcile them when 
it is, prima facie , so obvious that the whole increase has been, 
elicited from their bodies? They have, moreover, a very natural 
prejudice against the feeling that those bodies are being treated 
as machines, to be worked on the most scientific lines, a prejudice 
which we believe to be justified both physically and mentally. 
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There is a striking passage in that remarkable book, Life in a 
Railway Factory , which bears upon the point. “Piece rated 
men,” writes the author, himself a worker, “seldom or never work 
at a perfectly uniform speed ; there are dull and intensely active 
periods, depending sometimes upon the physical condition of the 
workman and sometimes upon the quality known as 4 luck * in 
operation. Give the workman his head and he will speedily 
make up for any losses he has incurred before. The feeling of 
fitness is bound to come ; he revels in the toil while it possesses 
him. There never was, and there never will be, a truly 
mechanical man who shall work with the systematic regularity 
of a clock or a steam-engine.” There is a story to the same point 
from America of certain scientific managers who studied the art 
of sewing on buttons. They first studied the length of thread 
and prescribed a standard length as irmst ei gnomical. “Length 
of arm was also a factor, so studies were rnad» to discover what 
length of arm would enable a girl to sew qm the naximum number 
of buttons in a day. This was no soon/hr determined and a full 
complement of standard-armed girls secured thcLfhe disconcerting 
fact emerged that length of fingers also *has an important bearing. 
Further studies were made, and in tirfne the firmi ia( j a group of 
girls sewing on buttons, with standardised lengths 0 f thread, with 
their standardised fingers and arms. The eliminating discovery 
was that the unstandardised girls were’ apparently enjoying better 
health, were less rushed, and were doing better for themselves 
and their employees than their standardised sisters.” The story 
may or may not be a record of fact, but it certainly indicates a 
truth that will have to be taken account of in developing “scientific 
management. Meanwhile, it will have been a gain of inesti- 
mable value if the war shall have taught us effectively that it is a 
folly as well as a crime to overwork and neglect the workers. It 
may seem paradoxical to say that effectiveness in production will 
be in direct proportion to the degree in which it is organised with 
a view to the w r ell -being of the workers, but we are certain that 
something very like this will prove to be true. 

Beyond this greater consciousness of the claims of the worker 
for hicli we hope, will the war have any marked effect upon 
industry, and more especially upon the position of women 
workers? There is an interesting consideration of the question 
in the last chapter of Miss Hutchins’ book, but since that was 
written the invasion of industry by women has increased very 
rapidly. An official Report on the state of employment in 
October, 1916, estimated that in a group of nine industries there 
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were 226,400 females employed in work previously done by men. 
This*did not include the women employed in commercial and 
other non-industrial occupations. On March 30th of this year 
Mr. Long stated that some 270, OpO women were estimated to be 
engaged on work in substitution for men in industrial occupa- 
tions, exclusive of agriculture and of clerical and commercial 
occupations and occupations connected with the transport trades. 
When all these branches of employment are taken into account 
the number of women employed must be very large, while the 
process of “dilution of labour” will continue to add to it greatly. 
Does it follow that on the return of the men there will be much 
difficulty? Prima facie , it might be said that either all these 
women will be thrown out of work or, what would be even more 
deplorable, the returning men would find themselves robbed of 
their employment. There are, however, good reasons for thinking 
that the situation may not be very serious. In the first place, 
many of the women have merely been transferred from one indus- 
trial occupation to another, and when works are re-opened and 
plant is re-siarted they will be able to return to their original 
work. Again, “the munition workers of to-day include dress- 
makers, laundry workers, textile workers, domestic servants', 
clerical workers, shop assistants, university and art students, 
women and girls of every social grade and of no wage-earning 
experience ; also, in large numbers, wives and widows of soldiers, 
many married women who had retired altogether from industrial 
life, and many, again, who had never entered it” (Mem. 4). It 
is not likely that more than a very small proportion of this miscel- 
laneous army of workers will be so much attracted by the work as 
to desire to become permanent employees in the metal industries, 
especially as only few of them can be physically suited to it. 
They have taken up the work from patriotic motives, and will 
thankfully lay it down again when the time comQS. In more 
sedentary occupations the case is somewhat different ; we under- 
stand that bankers, e.g. y intend to continue the employment of 
women in the lowei branches of their work, though not, we hope, 
to the detriment of men previously employed. Unfortunately, 
many of these will not return, a consideration which will lessen 
the pressure of competition in all industries alike. As an ulti- 
mate result it would be all to the good if the sedentary occupa- 
tions should fall more into the hands of women. 

There is pne serious danger to be guarded against in the metal 
industries', and that is lest the “dilution of labour,” especially 
by women, should lead to a retrogressive movement in the use 
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of machinery. Before the war the movement had been in the 
direction of replacing unskilled labour by automatic machinery 
under skilled supervision. But it has been pointed out by Miss 
Ashley ( The Employment of Women during and after the Wa'r) 
that with the introduction of women “there is a counter-move- 
ment to get rid, wherever possible, of the need both for strength 
and skill. It is obvious that, wherever a process involved the 
lifting of a heavy weight, the interests both of production and of 
the employees called for an adaptation of the machine to introduce 
a mechanical lever. But the adoption of devices to lessen the 
skill required, so as to make the machine ‘fool prpof,' is a less 
happy augury for the future.” Again, “in some factories an 
older type of machine, requiring a larger proportion of unskilled 
workers, has been installed instead of the most, modern automatic 
pattern.” We have no doubt that the Trade Unions have this 
danger in mind, and they ought to receive every assistance when 
the crisis is past in re-establishing the supremacy of skill in the 
workshops. It is probable also that the policy of “industrial 
unionism ” io include the less skilled workers will receive more 
attention from them for this reason. 

Helen Bosanqukt 
A STUDY IN MALTHUSIANISM. 

Population: a Study in Malthusianism. By Warren S. 

Thompson, Ph.1). (New York : Columbia University 

Studies. No. 153. London : P. S. King and Son, 1915. 

Pp. viii + 216. $1.75.) 

“The conditions which made possible the unprecedented ex- 
pansion of the European peoples in the last fifty years are passing 
away. The agricultural development which came as a result of 
rapid transportation, the invention of labour-saving farm 
machinery, knd the abundance of new and fertile lands cannot 
be duplicated. The system of transportation can be greatly 
improved, but no revolution such as came with the development 
of the steam engine seems likely to take place again. The 
efficiency of agricultural implements will probably be greatly 
increased, but they have already reached the limit of practicability 
for extensive farming, not because the implements might not be 
improved upon, but because the days of extensive farming are 
rapidly passing as the new countries become more thickly settled. 
Fertile land is no longer to be had for the asking in the United 
States, and will soon be taken up in the other places where 
Europeans can thrive,” 
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I should like to suggest that the next bishop who proposes to 
recoipmend unreasoning multiplication as a universal rule of 
human conduct should take this passage from Dr. Thompson’s 
book as his text. The predictions which it contains may be pre- 
mature, but they cannot be erroneous in any other sense. This 
little planet is getting filled up ; if we go on increasing our numbers 
indefinitely we must eventually make it too full, in spite of that 
steady progress in material equipment and knowledge which tend 
to set the limits of desirable density farther on. 

But Dr. Thompson wrote the most of his book before the war, 
and it must he admitted that the ultimate trend of things now 
seems to us for the moment of less importance than the exigencies 
of the next few decades. The increase of population in Europe 
is having one of Malthus’ ‘‘positive checks” administered with 
very great sharpness. 

Those who look only at military statistics are apt to depreciate 
unduly the effect of war as a f>ositive check. They should 
examine the mortality not only of the armies but of the whole 
population. It is true that the effects of the war of 1870 are 
scarcely noticeable in the Prussian figures of annual deaths, but 
that was unfortunately, as it turns out, a cheap war for the 
victors. The numbers of French deaths tell a very different tale. 
These, including those of Alsace-Lorraine (population 1,570,000) 
down to 1868, but not afterwards, are given in the Ammair e 
Statistique as follows, in thousands : — 



Males. 

Females. 

Total. 

I860 ... 

450 

435 

885 

1867 ... 

441 

426 

867 

1868 ... 

471 

451 

922 

1869 ... 

443 

421 

864 

1870 ... 

553 

494 

1,047 

1871 ... 

692 

579 

1,271 

1872 ... 

410 

583 

993 

1873 ... 

434 

411 

845 

1874 ... 

401 

381 

.782 

1875 ... 

434 

411 

845 


The average for 1861 to 1868 was 442,000 males and 431,000 
females, while the average for 1872 to 1879 was 424,000 males 
and 398,000 females. Taking the loss of Alsace-Lorraine into 
account, we can scarcely doubt that the war and the resulting 
civil troubles accelerated the deaths of about 400,000 males and 
more than half that number of females. These already seem 
trifling figures; our war is not finished, and the subsequent civil 
dissensions have not yet begun. When all is over, the loss of 
male life, military and civil, is not likely to be less than if the 
whole existing male population of Spain had been exterminated, 
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or, let us say, the whole male population of England and Wales 
in 1861 . 

It used to be said that such ravages of death were soon made 
up by an increased number of births — in spite of the obvious fact 
that it takes twenty years for a new-born baby to replace a man 
of twenty. But even if “soon” be extended to cover half a 
century, the doctrine does not seem likely to be true, at any rate 
under modern conditions. There is, of course, no ground what- 
ever for the grotesque belief that war somehow causes an increase 
in the proportion of male births, and the opinion that it leads to 
an increase in the total of births is probably only founded on the 
natural “banking up” of births; if large numbers of men are 
separated from their wives for a considerable interval and then 
return simultaneously, there will obviously be a considerable rise 
in births beginning nine months after their return, but this is at 
most only compensation for the births which did not take place 
owing to their absence. There seems to be no reason to doubt 
that the killing of a certain proportion of vigorous males in the 
prime of life and a less proportion of the remainder of an existing 
population causes a permanent loss of people, in the sense that it 
causes the population to be less at every subsequent moment than 
it would have been at that moment in the absence of the calamity. 

Is it probable that the set-back administered by the war will 
diminish what used to be called “ the pressure of ]>op illation ”*? 

Land, indeed, will be slightly more plentiful in proportion to 
people, but the loss of other material equipment, counting both 
what has been destroyed and what has not been created owing to 
the diversion of labour from construction to destruction, will 
probably have been more than enough to compensate for this 
advantage ; the advance in knowledge and in the possibilities of 
organisation which has resulted from the general stirring up of 
the world may do much to improve the position, but only on 
condition that it is devoted to the arts of peace and not of war. 
This only throw’s us back on the old question — the question which 
makes all others unimportant — Will the nations settle down after 
the war into a single society with a common organisation strong 
enough to prevent fighting between its different members, or not? 

Here the thought suggested by a study of population like that 
of Dr. Thompson’s seems to suggest that militarism, by which 
I understand the faith that war is inevitably prescribed for the 
human race, whether by a beneficent Deity or by a malevolent 
Devil or by neutral Nature, is confronted by insuperable difficulty. 
We have for the present already returned to the sentiment of the 
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eighteenth century, when, as Joseph Townsend complained in 
1786, “The cry is ‘Population, population! Population at all 
events ! ’ “ Our daily wail is ‘ ‘ Men and yet more men ! ’ ’ with 
the corollary, “and women too ! “ If wars are to recur, each 
nation must utilise the intervals eft' peace by increasing its popula- 
tion to the utmost. To what motives can it appeal? 

Religion, we may be sure, will be found of very little use, 
however enthusiastic the bishops may be. The local coincidence 
of high natality and faithfulness* to the Church does not pre ve 
that Christianity, whether Roman or Greek or Protestant, is 
powerful, but only that the conditions in so-called backward 
districts are more favourable at once to high natality and faithful- 
ness to the Church than more “ modern “ conditions. Moreover, 
any special appeal which a State may make to Christianity to 
help in furnishing men for war is embarrassed by the fact that 
the founder of that religion expressly rejected^an appeal to the 
sword. Mohammedanism, which has a much better record from 
the militarist’s point of view so far as its teaching is concerned, 
has nevertheless in practice failed so egregiously to maintain a 
proper increase of warriors that its extension north-westward may 
be dismissed at once. 

Patriotism, if it could be made into a kind of religion causing 
the subject to revere the Government and be ready to give up 
everything in unquestioning obedience to its behests, might be 
extremely useful. The State would ordain that babies were to 
be provided, settle who should produce them, and in due course 
they would be forthcoming in the greatest possible numbers. 
But the prestige of no Government is likely to be increased by the 
war, and it is highly probable that women will not in the future 
give the same unreasoning support to the martial spirit as they 
have done in the past. The mother whom 1 heard say, as she 
read the casualty list, “If this is all children are for, women will 
refuse to have them,” is not alone in her sentiment? There will 
certainly be a number of shirkers and slackers far from negligible 
in this matter of propagation. National opinion may cry for 
compulsion, but there are some things more difficult even than 
to make a horse drink. One suitably armed man may take an 
unwilling conscript to the barracks, but ten cannot secure that 
a conscript shall exist if his potential parents are unwilling. We 
shall never see a Minister of Propagations running Controlled 
Establishments. 

It would seem, then, that compulsory military service has 
not, after all, dispensed States from the necessity of bargaining 
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for their soldiers. Owing to the contemporaneous introduction 
of the limitation of families, it only has the effect of compelling 
the State to bargain with parents in general instead of with the 
particular men whom it desires to enlist. In this there is great 
hope for the world. It mean's that the population which is 
necessary for military purposes can only be obtained by giving 
people such a prospect of a happy life as is wholly incompatible 
with an ideal in which each country is to abandon everything 
except the work of fighting the others. Moreover, it creates the 
possibility that the various national authorities holding that atro- 
cious ideal may eventually lose sight of their ultimate object, the 
crushing of their enemies, in their effort to Becure one of the 
means, the welfare of their own people. 

Edwin Cannan 
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The Economy and Finance of the War. Being a discussion 
of the real costs of the war and the way in which they should 
be met. By A. C. Pigou. (London : Dent, 1916. Pp. 96.; 

Thk author of Wealth and Welfare here deals principally 
with the first of these subjects, and only incidentally with the 
second. The costs which he discusses are economic in a strict 
sense : “the costs that come into relation with governmental 
expenditure and the Chancellor of the Exchequer's Budget.” 
In this leclmical investigation he displays a talent which is 
required in economics even more than in other sciences, the 
power of penetrating beneath the. surface of appearances, discern- 
ing uuubvio'is truths and exposing popular fallacies. For 
example, it will be a surprise to many readers to learn that a 
married soldier with dependants to whom separate allowances 
must be paid does not involve more real cost to the nation than 
a single soldier with no such dependants. This is one of several 
startling propositions which will probably appear at first sight 
to the general reader foolishness, and even to the expert a 
stumbling-block. They would certainly have so appeared if pro- 
pounded at the beginning of the war. But since then the attention 
of students has been directed to the economics of war by many 
writers, notably Professor Pigou himself in the Contemporary 
Review of last year (noticed in the Economic Journal, both in 
the last and in the present number, among Recent Periodicals). 
For instance, in the article to which we refer we have read some- 
thing like the following passage, which is taken from the work 
before us : — “The services of lawyers, of highly-skilled gardeners, 
of poets, of men learned in the ancient languages, of musicians, 
of young men medically unfit or with conscientious objections to 
combatant service, of midwives, of women with special skill as 
children’s nurses, of ballet dancers and music-hall artists, are 
much less valuable to Government than they are to private em- 
ployers.” A similar theory, with corresponding practical deduc- 
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tions, may be found in Mr. Bickerdike’s article, On Paying for 
War by Loans in the Economic Journal for September, 1915. 

In this connection wg may observe that Professor Pigou is 
singular in forbearing to support his doctrines by authority. The 
volume is almost a “record ” in that it does not, "so far as we have 
noticed, mention a single other economic writer. The author, 
doubt, thought that his little book would be more attractive* 4or 
the public if not encumbered with allusions to economic literature. 

His simple and direct method of exposition is certainly very 
effective. Very striking too are the propositions enounced, of 
which we subjoin some examples. We have preserved the form 
of these specimens almost intact ; yet it is to be feared that they 
have suffered by being torn from their contexts, which we have 
indicated and advise our readers to consult. 

To pay a man, whether he be a member of Parliament, or 
a contractor, or a workman, much more than his services are 
worth, this, undesirable though it may be, does not involve any 
waste of national resources (21). If museums, and art galleries 
are shut down and the saving in respect of their staffs are utilised 
by the State, the real costs to the public include not only the 
services represented by this saving, but also the services of the 
capital invested in these institutions, the loss of which is balanced 
by no service to the Government (34). The result of closing 
scientific and artistic exhibitions in a “piecemeal” fashion, with- 
out taxation of substitutes (which was presumably the state of 
things at the time of writing, before the Budget of this year), 
might be merely to increase correspondingly the demand for 
picture palaces and public-houses (39). So import duties, instead 
of causing people to employ less capital and labour in respect of 
the needs which they used to satisfy by importation, may cause 
them to satisfy their needs through the manufacture of identical 
or similar things in a more expensive manner at home (39). By 
economising in respect of commodities which obey the law of 
diminishing returns we enable ourselves and others to obtain so 
much of these as we continue to consume at a diminished cost 
of capital and labour — a consideration of special importance in 
time of war when demand for certain classes of goods is urgent 
and before supply is adapted to demand (35, 36). The imposi- 
tion of duties is a clumsy method of bringing about economies 
compared with the method of “rationing,” at least with respect 
to articles which form part of the staple food of the poor (40). 
The line of cleavage between present and future resources 
does not coincide with the distinction between taxing 
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and borrowing; among other reasons, heavy taxation of 
the poor may impair personal capital (47 et seq.). The 
payments of interest on an internal national loan afford 
no evidence of any net burden to the nation as a whole (49). 
By impeding investments our* Government has pro tanto 
Encouraged people to meet the demands of war by drawing on 
the future rather than on the present (50). The real cost of 
foreign imports in terms of domestic produce has risen in a 
smaller degree in Germany than it has done in England (p Sbj. 
Whereas by cutting down unnecessary imports we may direct the 
capital and labour employed on the corresponding exports from 
the work of indirectly yielding imported luxuries to that of yield- 
ing imported shells ; we may effect a similar economy if we divert 
resources from making commodities for home use and turn them 
into making more commodities for export (GO). 

As we interpret, these propositions, like most of the abstract 
truths of political economy, are to be regarded only as first approxi- 
mations, to be supplemented in practice by concrete circum- 
stances. “Apart from administrative difficulties.” a clause which 
Professor Pigou introduces with respect to his preference for the 
policy of “rationing,” is often to be understood. For instance, 
we agree with our author that the payment oi interest on a 
national debt involves no net loss to the community as a whole ; 
not the kind and amount of loss which popular writers and even 
respectable economists take for granted. But it is not meant to 
deny that to raise and pay for a large loan involves “administra- 
tive difficulties” and secondary consequences which may prove 
serious. The very fact that the public does not accurately distin- 
guish between a foreign and a home loan is a circumstance not 
to be ignored by the financier- who, as Professor Henry Adams 
well observes, should attend to the psychology of the tax-payer. 
This kind of consideration would not be all on the side of taxation 
as against borrowing. The facility of raising large sums without 
compulsion, the freedom from vexatious interference with the 
course of industry, are on the other side. 

We trust that our author has taken account of all these psycho- 
logical considerations when in more than one context he urges 
present effort and sacrifice. Thus he advises resort to “current 
capital and labour ” in preference to parting with some of the 
American securities which w r e hold. He italicises the dictum : 
“It is in the national interest that the war should be financed in 
the utmost possible measure by the utilisation of current capital 
and labour , and that our saleable property — gold and securities 
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alike — should be rigorously conserved ” (64). „ With reference 
to the choice between taxes and loans, he concludes that “the 
ratio in which the war is financed with money borrowed from 
people with large incomes should be much diminished, and the 
ratio in which it is financed With money collected from them 
under some form of progressive taxation should be much 
increased” (83). 

The premisses by which this conclusion, especially the latter 
part of it, is deduced are of extreme interest. There is in favour 
of distributing the burden of taxation not in the proportion normal 
to a regime of peace, but in a proportion less burdensome to the 
poor, first the consideration that the poor will be placed in conse- 
quence of the war in a worse position comparatively. The high 
rate of interest and the circumstance that its payment was con- 
tracted during a period of monetary inflation will secure to the 
capitalists a larger share of the national dividend ; and the total 
will be smaller owning to the destruction of capital, the 
deficiency of tools and machinery (73 et seq .). Moreover, the 
currency inflation which borrowing from banks for war purposes 
is likely to produce wull inflict additional hardship on the poor, 
whose incomes are not likely to rise as rapidly as prices. [This 
hardship, as we understand, would exist only during the war. 
The subsequent depression, too, will not, in Professor Pigou’s 
judgment, prove, as many apprehend, an “economic disaster” 
(84) — provided that we can meet the present financial require- 
ments of the war.] The case for the poor is further strengthened 
by the circumstance, already mentioned, that their efficiency is apt 
to be impaired by heavy taxation. But has the author given due 
weight to the counterbalancing circumstance, that by reducing 
the income of the rich you diminish their power of saving — their 
objective means, for as to their motives, account is taken of 
these, as we understand, among the considerations which follow? 

So far we have been on the solid ground of economic cost. 
But now we ascend to “values outside the economic sphere” (1), 
when, in order to determine the adjustment of taxation, we take 
account of the “subjective burden of suffering and sacrifice.” Let 
it be granted that the distribution of the objective burden by the 
system of taxation adopted in peace-time was fair and proper. 
“Then suppose the amount of objective burden all round to be 
quadrupled. There is reason to believe that a quadrupling of 
the objective burden on a poor man will increase the subjective 
burden of sacrifice and suff ering laid on him in a proportion higher 
than that in which the quadrupling of the objective burden on a 
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rich man raises his subjective burden.” It follows that the pro- 
portionate share in which the expenses of government when 
greatfy enlarged are borne by the rich ought not to be the same 
as before, but greater (76). 

So far as we understand, the argument would hold good 
in whichever of its variant forms we accept the doctrine of 
“sacrifice” as the criterion of proper taxation. The argument is 
clinched by an appeal to the doctrine in tha‘ sense which has 
been called in this Journal minimum sacrifice. “Other 'Jimgs 
being equal, the absorption of a pound from a rich man strikes 
at much less urgent wants, and, therefore, causes much less 
suffering and real sacrifice, than the absorption of a pound from 
a poor man. It follows that the aggregate amount of sacrifice 
involved in providing any given revenue would be at a minimum 
if the whole of the funds required were lopped off the few largest 
incomes enjoyed in the country.” The practical reasons which 
deter economists from advocating this system in general are not 
valid as regards “special taxes levied on an exceptional occasion 
for the purpose of financing an unprecedented war.” Thus a 
much larger proportion of the objective burden which the present 
war imposes upon the community should be laid upon the rich 
than it is proper to lay upon them for normal peace expenditure. 

An argument involving the conception of “aggregate amount 
of sacrifice ” as a quantity to be minimised — or the corresponding 
positive quantity, a maximum of aggregate satisfaction — may 
appear to some metaphysicians nugatory. But we submit that 
the essence of the reasoning — whatever alterations in wording and 
emphasis may be desired — commends itself to practical good sense. 
We are, indeed, far from ignoring the danger of applying such 
doctrines to ordinary practice. But we think that Professor 
Pigou has guarded against that danger by prescribing only for the 
exceptional case of an unprecedented war. Nor do we find, in his 
concern to minimise the privation of the majority, any trace of 
that materialism which litterateurs like Carlyle and Buskin have 
attributed to cognate ways of thinking. Witness this estimate 
of the cost of war in the larger and truer sense of the term : 
“Compared with what this war has cost and is costing in values 
outside the economic sphere — the shattering of human promise, 
the accumulated suffering in wounds and disease of many who 
have gone to fight, the accumulated degradation in thought and 
feeling of many who have remained at home — compared 
with these things the economic cost is, to my mind, trivial and 
insignificant.” F. Y. Edgeworth 

Q 2 
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*4 Study of Industrial Fluctuation: An Enquiry into the Char- 
acter and Causes of the so-called Cyclical Movements of 
Trade. By D. H. Robertson. (London : P. S. Kiilg and 
Son, 1915. Pp. xiv + 285. Price 75. 6d. net.) 

Mr. Robertson’s book was* begun to satisfy the examiners 
for the Cobden Club Prize at Cambridge, and enlarged and 
improved for the electors to Fellowships at Trinity College. Like 
almost all other works produced under similar conditions, it suffers 
somewhat as a published book from having been in the first place 
addressed to so small and select an audience. There is only a 
tiny circle of readers who will not be repelled when they open, 
say, at p. 219, and have their eye caught by such language as 
this : “We may now add, in the light of ch. iii., § 1, that even 
if consumptive leaders find restriction easy, such restriction will 
not be in the interest of consumptive wage-earners, and that since 
constructional restriction will remove the inducement to consump- 
tive restriction, an additional argument emerges in favour of the 
former.” Nor is occasional over-technicality of phrasing much 
alleviated by little bursts into the picturesque, such as the follow- 
ing, inspired by contemplation of a chart illustrating American 
production of pig-iron, coal, &c. : “Of the Geryon of 1887-92 
only the first crest made an appreciable impression on this side 
of the Atlantic, and the final expansion of 1912, while it imprinted 
its kiss upon England’s forehead, was not destined to act the 
part of Prince Charming, but found the princess this time already 
awake.” But Mr. Robertson’s defects are superficial, while his 
substance is sound. 

Instead of casting about for some sensational discovery, he 
is content to play the part of the physician who declines to 
attribute the fact that you are feeling run down to your eating or 
not eating porridge or some other single trifle, but thinks a 
number of unfavourable circumstances have probably converged 
upon you. It is not surprising that Trade should have its ups 
and downs of health ; indeed, our wonder ought to be rather that 
they are not greater, when we reflect upon the amount of prevision 
required to keep things going steadily. Some particular crop is 
good for a year or two, and, in consequence, the price is unre- 
munerative or less remunerative than usual ; what wonder if this 
sometimes produces too much effect on the minds of the producers, 
with the result that they, in their aggregate, sow too little the 
year after f Demand, too, often undergoes sudden changes which 
no one can be expected to foresee. If such things cause miscalcu- 
lations in particular trades, would there be anything surprising in 
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there being more of such miscalculations in the aggregate at one 
timejtjian another, with the result of causing industry to be more 
successful in producing the right things at one time than another? 
Granting this, it is still, as Mr. Robertson thinks, desirable to 
make clear what are the principal original causes of miscalcula- 
tion and how the miscalculations work. 

Some miscalculations can be corrected — or replaced by dif- 
ferent miscalculations — in a day or two, liliefthe supplj of a daily 
newspaper; others, such as those relating to cereal crops, in a 
year ; others, again, such as those made in the building of railways, 
are only proved after the lapse of much longer periods. The 
length of “ the period of gestation ” is of the greatest importance 
in determining the duration of the so-called cycles of trade. Mr. 
Robertson is at his best in dealing with the causes and conse- 
quences of “ over-investment,’ 5 which comes from expecting too 
much and is ended by “disillusionment .’ 5 We may doubt, 
perhaps, whether he is not too determined to find none but 
materialistic origins on the supply side of the problem. A good 
harvest, no doubt, may set the ball rolling, but is it inconceivable 
that some change in the age-composition of the people (such as 
might cause a considerable fluctuation in the annual number of 
recruits to industry), or even the promulgation of new doctrines 
in religion or fxditics, may be equally effective? 

On the demand side, however, he makes no difficulty about 
admitting “fluctuations in human hatred 55 as a cause of fluctua- 
tion in trade. His book was finished before the war began, and 
he was already in the Army when it commended itself to the 
Trinity electors, so that lie could not, if he would, revise it in the 
light of our present flagrant example of unprecedented industrial 
activity caused primarily by the willingness of nations to promise 
to pay no matter what price for the particular commodities and 
services which they regard as absolutely necessary, perhaps our 
present condition is not a genuine “ boom 55 — yet we can scarcely 
doubt that it will be followed by a very genuine depression, in 
which “disillusionment” will take an important part. 

It would be well if every crank who proposes to explain the 
next or any future depression by the want of adoption of his 
particular nostrum were compelled to read Mr. Robertson before 
beginning, especially if it is a monetary nostrum. Readers are 
introduced to the various causes which would create fluctuations 
even if money were perfectly stable in a way which must, we 
should hope, endanger the faith of even the most enthusiastic of 
money-maniacs. Edwin Cannan 
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La Germania alia Conquista delV Italia. By Giovanni Preziosi. 

Con introduzione e appendice del Prof. Maffeo Pantaleoni. 

Seconda edizione interamente rifatta. (Florence : Libreria 

della voce, 1916. Pp. xxxii + 272.) 

This is a second edition of a work which seems to have been 
published early in 1915; a second edition, largely rewritten, or 
rather rearranged. Redactions of this sort put a student of the 
earlier edition at some disadvantage. The distinction between 
what he has read before and what is fresh is obliterated by 
changes of form and insertions of new matter ; the clear impres- 
sions obtained from the first, reading become blurred. We may 
obviate this sort of confusion by observing that in the present 
version sections are reproduced en bloc from the first edition, not, 
however, in their original connection, but with intercalated 
sections borrowed from La Banca Gommerciale , a work in pari 
materia by the same author, which first appeared about April, 
1915. The two publications are named together as authorities 
for the important study on German methods in Italy which Mr. 
Albert Ball contributed to the Quarterly Review of last July. 
Mr. Ball’s special acquaintance with Italian conditions enables 
him to corroborate some of the reasons assigned by Signor 
Preziosi for regarding the “penetration ” of Germany as danger 
ous to Italy. For instance, Mr. Ball points out some circum- 
stances which render shareholders — nowhere a very wide awake 
class— in Italy particularly incapable of looking after their own 
inteicsts, so that it was the easier for the Banca Commerciale to 
obtain control of a company by purchasing a substantial block, 
though only a minority, of its shares. Professor Pantaleoni also, in 
the new Introduction and Appendix which he contributes to the 
second edition, assists us to ajipreciate the significance of the facts 
adduced by the author. We should also call attention to the note 
which Professor Pantaleoni appended to the first edition referring 
to the Banca Commerciale. He there clearly exhibits the dis- 
tinction between a “bank,” in what we may describe as the 
English sense of the term, and a credit institution engaged in 
financing industry. The latter sort of house does not require to 
keep a large amount of liquid capital— it is, indeed, astonishing 
how small a proportion of German capital served to set the Banca 
agoing. When such a bank has become an established institution 
it can exercise a formidable power by affording long credits to 
some firms, while it refuses accommodation to others. Confi- 
dential communications — informazione riservate— between inter- 
dependent banks are directed against boycotted firms. Then the 
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alliance of the Press is brought to bear against the victim — the 
Press whose influence over the mind of the average ignorant 
citizeii is described by Prof. Pantaleoni with his usual felicity. 
Thus it comes about that, in our author’s words, “when the 
Commerciaie goes to war with any firm or company, whether to 
get the business into its own hands or to ruin it, it proves not to 
be difficult to create round the object aimed at an atmosphere of 
suspicion, to excite against it political prejudice, to discredit it 
morally, and to withhold from it all banking accommodation 
[creare . . . il vuoto bancario]. 

When the efficacy of these and other underhand practices is 
explained it becomes intelligible that the Banca Commerciaie 
has made considerable progress in the “ conquest ” of Italian in- 
dustry : that it has directed the savings of the Italian people 
towards the fostering of manufactures in Germany or German 
enterprise in the East : that it has obtained control of the ship- 
ping and the iron trades, and many other branches of Italian 
industry, including the mercantile marine. “And who,” exclaims 
our author, “can compute the enormous sums spirited away by 
this system from the pockets of the Italian people with the sole 
object of realising the maximum of profit, without any concern for 
the prosperity of the country, the improvement of the working 
classes, and the political independence of the nation? ” 

The picture of Italy thus strangled by the German octopus 
is dark indeed. But we may suspect some exaggeration, a ten- 
dency to overstatement, which is particularly regrettable, con- 
sidering that the subject calls for judicial impartiality in a peculiar 
degree. For many of the statements, such as those relating to 
the transactions between companies, or rather their directors, 
must be largely inferential and require to be guaranteed by our 
confidence in the judgment of the witness. The evidence which 
can be set before the public must often be of a kind which, as 
Prof. Pantaleoni observes, does not comply with the strict require- 
ments of a court of justice. Even where documentary proofs 
exist, they may not be accessible to the general public. Take, for 
instance, the surprising statement that the Socialist, Jaures, was 
in the pay of the Germans. This is said to be proved by docu- 
ments which Urbain Gohier has adduced in his La Sociale. 
But the majority of readers, to whom those writings are not 
accessible, must be content with authority as the basis of the 
statement. No doubt the authority is good — that of Professor 
Pantaleoni. Very high authority appears to ns to be lequired in 
order to outweigh the a priori improbability of such a statement. 
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. When we have ascertained the facts there remains the still 
more difficult inquiry, What conduct do they justify? Even 
Signor Prcziosi admits that it is difficult to define the poiht at 
which the activities of foreign bankers cease to be advantageous 
and become detrimental to the country into which they have 
penetrated. Supposing that point passed, what action should be 
taken? Will it be sufficient to ensure publicity and to brand 
with infamy Italians co-operating with foreigners in the conquest 
of Italy? Or are stronger measures called for, such as Kruger, 
for instance, employed against the English, if not so strong as 
those which the Jews of old employed against their heathen 
neighbours? 

The question concerns not only the particular country which 
is invaded, but all the civilised — as distinguished from the “kul- 
tured ” — countries. Suppose that after the present war the 
majority of the nations by concerted action secure that no one 
country will again attempt, with any prospect of success, to 
wrest territory from others by military conquest. Yet, as the 
energies of enterprising men cannot be entirely bottled up, would 
not the discontinuance of war constitute an additional ground for 
allowing a vigorous nation to extend itself by economic expansion, 
which should be resisted by similar pressure in an opposite 
direction, rather than by measures discriminating against aliens? 
How are we to define the arts and aims to which the odious 
character of “ conquest* ’ is properly attributable from a “pene- 
tration ” which is really peaceful and conducive to the increase 
of the world’s wealth and the survival of the economically fit? 
In answering this question we must be careful not to follow those 
who are influenced by the Protectionist fallacy that the gain of 
the foreigner involves detriment to the home country. Nor are 
we much moved by our author’s complaints that the foreigners 
have no “ concern for the prosperity of the country ” into which 
they have penetrated. Should we not rather agree with Adam 
Smith when he says, “I have never known much good done by 
those who affected to trade for the public good ”? 

But how far does the reasoning of Adam Smith and his dis- 
ciples require to be modified when the traders under con- 
sideration are not competitors aiming each at his own > laximurn 
profit, but agents of a foreign State aiming at the expansion of 
that State, and in combination with each other and the State 
employing discrimination between customers and other practices 
not contemplated in the classical theory of competition? Economic 
theory is based upon presumptions as to the normal conduct of 
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business. Now, “these presumptions,” as Professor Pantaleoni 
puts it, “ are founded on experience. Accordingly, when experience 
showS* that the character of others has features of which we were 
before ignorant, we should take account there Df in our conduct 
for the future. . . . Not without profound modifications in our 
manner of thinking and feeling, and consequently in our conduct, 
experience will have taught us that it is dangerous to devote our- 
sel/es to the arts of peace while a neighbour is preparing for war, 
that it is foolish to trust to treaties if the neighbour values them as 
‘ scraps of paper, 5 . . . that even in time of peace there is possibly a 
penetration by foreigners anticipating or preparing for war [prer- 
bellica] while* clothed in the delusive forms of commerce and 
industry.” 

F. Y. Edgeworth 


Lcs methodes allemnndes d' expansion ceonomique. By Henri 
Hauser. (Paris: Armand Colin. 1910. Price 3.50 francs.) 

M. Henri Hauser dedicates his small volume to the Paris 
Chamber of Commerce and the other French Chambers of Com- 
merce at home and abroad. His purpose is not to preach simply 
the gospel of “Go thou and do likewise,” but rather to examine 
how and why the commercial and industrial greatness of modern 
Germany has arisen. The preface informs us that the book is 
but the hasty presentation of M. Hauser’s studies, a mere recon- 
naissance as a prelude to larger operations. Notwithstanding, it 
is an impressive study of the intensive culture of finance, industry, 
and commerce, which, in less than half a century, has wrought 
the economic transfiguration of Germany. Moreover, it brings 
us face to face with half-formed economic conceptions and possi- 
bilities at least alien to the ideas which are the current coin of 
everyday political economy. 

In distinction from France and England, Germany first felt 
her great economic impulse at a time when large-scale produc- 
tion had proved essential to economic success, and when techno- 
logical discovery was perfecting the methods of such production. 
Until 1870 political separatism had prevented the growth of the 
complex financial organisation which is at once the result and the 
foundation of modern industry. At the same time, this relative 
freedom from a past was favourable to the subsequent develop- 
ments of industry. Germany could at once take advantage of 
the new discoveries, and could adapt herself to each improve- 
ment in technical practice. In older countries, where*the artisan, 
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however dimly, remains a craftsman, amortisation of capital is 
slow and plant is worked as long as the smallest margin of profit 
endures. Germany, on the other hand, was a relatively clear ‘field. 
Her whole industrial equipment was modern ; and, more valuable 
still, she learnt the need of incessant and rapid renewal. 

The initial necessity was capital, and capital in large and 
increasing amounts. M. Hauser remarks, as the essential trait 
of German economic history, that industrial evolution has out- 
stripped the formation of capital. Capital was diffused among the 
great peasant class of Germany, who probably regarded the savings 
bank with mistrust. The concentration of capital necessary for 
the equipment and maintenance of large-scale industry was the 
function of the new German banks ; and this historical necessity 
has precluded the distinction in Germany between the Deposit and 
the Commercial bank. In his sketch of the history of German 
banking, and its intimate alliance with German industry, M. 
Hauser is perhaps rather inclined to underestimate the full value 
which German commerce derived from the war indemnity of 
1870, which, if it did nothing else, provided a nucleus round which 
to rally public confidence. The risks taken by the banks were 
heavy, since liquid assets were necessarily few r , and severe crises 
w T ere often experienced. With each crisis the combination of 
banks became closer, until, in 1891, German banking became a 
strong unitary system, a hierarchy at whose head is the Reichs- 
bank, and wdiose members are allied in an infinity of relations 
ranging from Intercsscngerneinschaften to mere subjection. From 
1900 onward this hierarchy of finance became a powerful weapon 
of international policy. Its unity is the direct outcome of the 
demand for large and immediate credit. “Les banques alle- 
mandes sont de terribles lanceuses de papier.” Huge credits have 
always been extended to German industry and commerce ; and 
only by solid mutual support could the banks maintain their 
financial stability. This elasticity of credit naturally involves the 
German banks in the direct participation in industry and com- 
merce. They are represented on the controlling bodies of estab- 
lishments in which they are interested. Very often they dictate 
their policy or even manage their affairs. The perfect system of 
commercial intelligence at the disposal of the banking world is at 
the service of the German commercial world ; and in itself this 
is an asset of immense value. Furthermore, Germany has 
extended beyond her frontiers her easy long-term credit system. 
Banks are established overseas, in Brazil, in South America, in 
the Levant ; and even in other countries of Europe, in Italy, 
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Spain, Switzerland, Turkey, and Russia. Though the greatest 
part of the capital of these banks is non-German, yet the control 
of th&m is in German bands, because the German holding is repre- 
sented by a well-disciplined knot of men who act together. In 
their turn these overseas establishments become so many members 
of the great “ Etat tentaculaire ” of Germany. 

Next to her banks, the chief factor in the economic expansion 
of Germany is the cartel. The cartel is not like the American 
trust. It is a federative group or association of members engaged 
in the manufacture or production of some article of commerce. 
Primarily such a group comes into being owing to the incon- 
venient pressure of unrestricted competition. If the manufacture 
or production of any article is to be remunerative, there is a certain 
datum line below which the price must not fall, namely, the 
manufacturing cost. The function of the cartel is, therefore, at 
first the regulation of price in the interests of the manufacturer. 
This does not necessarily mean exploitation of the consumer. 
There are some manufactures and some functions which are in 
the nature of public services. The mining of coal, the production 
of iron, efficient transport service are necessities of modern social 
life. If they are to be left to private enterprise, then that enter- 
prise must be rewarded. The trust which works by “ boosting” 
prices is the irapeK^aat^ of the cartel. Restriction of output is 
the time-honoured method of maintaining the “fair” price; and 
this is the means adopted by more than one English association. 
Systematic restriction of output is increasingly difficult in modern 
industry. It is much cheaper to produce goods in large quantities, 
and, therefore, in the interests of cheapness, output must increase. 
The cartel must, therefore, become not a protective association of 
manufacturers, but an active commercial instrument. Protective 
tariffs sheltered the cartel from competition in the home market, 
and, by maintaining a remunerative price at home, the cartel 
could flood the foreign market with German goods at prices which 
defied competition, even in the face of heavy tariffs. At first this 
system of “dumping” worked to the detriment of German indus- 
try. The German steel manufacturer had to pay high prices for 
his pig iron or his coal, and, in consequence, could not afford 
to sell so cheaply as the foreign steel-maker who was buying the 
“dumped” German pig iron or coal. The situation became so 
severe that, in 1903, a strict investigation of the cartels and their 
working was initiated. The result of this was that Germany 
became a huge cartel. The competition of the groups was 
eliminated. The German steel -maker or engineer could buy his 
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raw material from the German cartel at low prices, and in return 
the State established a system of bounties, whereby the deficiency 
in the profits of the cartel was filled up. The cartel now became 
an instrument of pure expansion and could operate without reflex 
effect upon German home industry. M. Hauser points out with 
vigour and clearness how this massive strength in international 
conflict is built upon the ruins of individual liberty of action. 
This is, perhaps, rather misleading. Modern industry is largely 
in the hands of companies, impersonal societies, or small-scale 
cartels, who have very little personal or individual liberty of action 
to lose. The real sufferer is the individual German consumer. 
His burdens must truly be crushing. He must support the losses 
which discriminate dumping must entail. The cartel is willing to 
sell abroad, much below cost price, in order to conquer the market. 
This is what has taken place in Italy. Native industry is stifled, 
and the German exporter controls the market. Further, this 
system of exportation a outrance is deliberately fostered by the 
State. Railways are run at a loss by the cutting down of carriage 
rates. Freight from Breslau to Hamburg for beer in casks is 
3 mks. 76 pf. per waggon load ; from Hamburg to Delagoa Bay 
6 mks. 40 pf. ; a total of 10 mks. 16 pf. From Breslau to Delagoa 
the rate is 7 mks. 08 pf., c.i.L, a rebate of more than 75 per cent, 
on the original railway charge. All these rebates are deliberately 
designed with a commercial purpose. There is no general scale 
of rebates, but a special rebate for each particular market. The 
State is subsidising industry at the expense of the individual 
citizen. 

It is here that we reach the profound difference between the 
industrial system of Germany and that of England. In England 
the interests of the individual consumer, and his only, are con- 
sulted. The activity of the State is confined to ensuring to him 
the cheap and plentiful satisfaction of liis needs. The outlook is 
parochial. In Germany, on the other hand, the whole end of the 
statesman is the power of the State. By the sacrifice of individual 
interests Germany had almost completed the economic conquest of 
the world. But the burden was very terrible, and M. Hauser’s book 
contains more than one suggestion that the present war is the 
* vote courte ” taken by Germany to attain her ends. The burden 
imposed by peaceful means was too heavy. That may well be 
so. State subsidisation of industry could not go on for ever ; 
and, despite the immense strength of her commercial fabric, the 
German State was heading for bankruptcy unless her economic 
conquests had so far extended that the complication of premia, 
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bounties, special rates could be abolished. Though the attempt to 
dominate the world commercially has not succeeded, one cannot 
but bonder at the solid tenacity of purpose which has directed the 
growth of German industry. It is a miracle of self -repression ; 
a lesson which must not be lost upon the world. 

S. W. Raw son 


The Ruling Caste and Frenzied Trade in Germany . By Maurice 
Millioud, Professor of Sociology in the University of 
Lausanne. With, an Introduction (pp 13) by the Rt. Hon. 
Sir Frederick Pollock, Bart. Pp. xx + 159. (Constable and 
Co., 1916.) 

This little volume, which is a translation, is divided into two 
parts, the respective subject-matters of which are fairly well indi- 
cated by the title. The first part is an analysis of the nature 
and characteristics of the “ ruling class” in Germany, which 
consists “in part of an aristocracy of birth and in part of middle- 
class capitalists more or less recently ennobled.” Professor 
Millioud examines its composition, the chief articles in the code 
embodying its ambition and the reasons fer its power over the 
masses, in an essay marked by insight, learning, and freedom from 
prejudice, and written with pleasing vivacity. His ]X)int of view 
is that of a neutral who, though appreciating the good qualities 
of the German people, would regard the success of the German 
Empire in the war with dismay as a disaster for the Swiss 
Republic and for the cause of human freedom. After remarking 
that, even if it be true that commercial competition is a species 
of war, most people consider that rivalry in trade should not 
produce conflicts between nations, he goes on to say that the 
Germans had looked on war as “a final economic operation, 
destined to perfect and bring all their plans to ultimate fruition.” 

Professor Millioud does not mean that the ruling class or 
classes of Germany intended to have a war whatever happened. 
He means that they were resolved to fight if their political and 
economic plans for improving the position of Germany were inter- 
fered with by other countries to an extent endangering their 
success. The great German bankers, commercial men, and 
manufacturers must have been very unwilling, on general grounds, 
to court such an injury to the prosperity of Germany as even a 
successful war would be. As regards the nation as a whole, the 
“wholesale assimilation of a people numbering seventy million 
souls by an aristocratic, almost feudal, ruling class at once pluto- 
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cratic and militarist ” is, as he says, an extraordinary pheno- 
menon. 

In Part II. Professor Millioud discusses “Germany’s Aims at 
Conquest by Trade and by War.” He refers briefly to several 
explanations of the action of the Germans, including the very 
poor one which they put forward themselves, that “a plot” 
against them having been hatched by Eussia, they were taken by 
surprise and “struck first in self-defence.” Signor Giolitti’s 
revelations dispose of this absurd plea. Professor Millioud does 
not believe in the theory widely accepted in England and many 
other countries that Germany and Austria were debauched by 
studying Nietzsche, or Clausewitz, or by the Pan-German propa- 
ganda, or that they were driven by a “political necessity” which, 
it is suggested by some friends of Germany, compelled her to free 
herself from being “strangled” by alliances and ententes . His 
own opinion is that the chief consideration which made the rulers 
of Germany determine to fight in 1914 was an economic one. He 
believes that the German bankers, merchants, and manufacturers 
knew that, after many years of prosperity, they had got into a 
very dangerous position owing to (1) the hostility provoked in all 
countries by their tariff ; (2) the certainty that in 1915, when 
the commercial treaties with Eussia and other Protectionist States 
came up for renewal, they would all be revised in a sense unfavour- 
able, in the Protectionist sense, to Germany; (3) the fact that 
they had expanded their productive plant to sucli an extent that, 
unless they secured more and more new markets, they would 
have either to reduce their output, thus rendering part of their 
fixed capital idle, or to lower prices at home, and in either case 
diminish their profits greatly ; (4) the fact that, after the Morocco 
crisis in 1911, when the threat of the “mailed fist,” for the first 
time, failed, the Berlin money market was deprived of the financial 
support of Paris on which it had been largely dependent. He 
argues seriously, and makes a very good case for liis view, that 
Germany’s “manufacturers, financiers, and statesmen had 
dragged her so deeply and by sucli methods into a war of economic 
conquest that she could not withdraw. The methods employed 
were now working against her. Without having entirely mis- 
carried, victory was clearly beyond her grasp. Must she wait 
the inevitable crash, the downfall of her credit, the misery which 
must overwhelm her people, and the fury which would perhaps 
possess them in consequence?” These considerations, he main- 
tains, induced the governing class generally to regard a victorious 
war, by which fresh territory might be secured and a big indem- 
nity might be won, as the only way of escape from an impasse . 



1916 ] MILLIOUD : THE RULING CASTE IN GERMANY 239 

Professor Millioud believes that the Kaiser originally “aimed 
at copfluest, but in the guise of peaceful penetration.” His design 
was to develop fully the riches of Germany, a task well begun 
under his grandfather, and further to encourage his people to 
obtain control of the markets of the whole world. Under his 
influence, and with abundant, backing from the Imperial Govern- 
ment, the German leaders of finance, trade, and industry “set 
themselves systematically, and hugely, to exceed the requirements 
of the home market.” The most powerful aid they received from 
the State was the tariff; but the Colonial policy, undertaken 
largely in ofder to secure control of raw materials, was an 
important part of the plan. As regards the methods adopted by 
the Germans in what Professor Millioud calls “trade warfare,” 
he attaches great importance to the stimulation of the nationalism 
of Germans who have emigrated ; such emigrants do not now, 
as they did formerly, become closely assimilated with the popula- 
tion of the country of their adoption, even in the United States. 
That this policy of “infiltration,” of permeating foreign countries 
with a G erman element composed of Germans holding positions of 
all kinds, has been carried very far, we all know. Switzerland has 
been persistently subjected to this process, and the more easily 
because the economic relations of Swiss bankers and manufac- 
turers with their powerful neighbours were naturally close. They 
were made still closer through the acquisition by the great 
German banks and manufacturers of interests, not always openly 
avowed, in various Swiss enterprises. Professor Millioud gives a 
number of instances of the insidious growth of German influence 
and control in liis own and other countries by these methods, by 
“dumping,” and by granting long credits. He also refers to the 
support, both secret and open, which German merchants, manu- 
facturers, loanmongers, and concession-hunters receive from the 
Imperial Government. All this artificial stimulation of German 
foreign trade and of the German economic organism generally 
was certain to end, for Germany, in a crisis of far greater dimen- 
sions than the normal cyclic crises to which all actively-trading 
countries are liable. Such a crisis was “due” in Germany in 
1914. Whether Professor Millioud is right in thinking that the 
big bankers and manufacturers actually advocated war in order 
to get out of this dangerous position may be questioned. It is 
more likely that they were reluctantly induced to accept it by 
assurances from the Imperial Government and the Great General 
Staff that victory, and an indemnity, were certain. 

Wynnard Hooper 
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The British Coal Trade. By H. Stanley Jevons, M.A., B.Sc., 

F.8.S. (London : Kegan Paul, Trench, Triibner ail'd Co. 

1915. Pp. xii + 876. Price 6 s. net.) 

The publication of this boot by Professor Jevons (as a new 
volume in the series on National Industries, edited by Mr. Higgs) 
is appropriate in many ways, especially at the present time, when 
the coal industry occupies so vital a |x>sition in the national 
economy. 

The author’s name at once recalls the intimate association of 
his father, the late Professor W. S. Jevons, with the problems of 
coal production and consumption, begun nearly half a century 
ago by that epoch-making book, The Coal Question. This startled 
even Mr. Gladstone into appointing a Eoyal Commission to 
investigate the data relating to the thesis of this book, the im- 
portance of which is vividly recalled and repeated by several 
chapters of the volume now under review. 

The connection of Professor H. Stanley Jevons with the 
problems of the coal industry is made all the more intimate by 
his personal activities for many years in that cockpit of industrial 
warfare, the South Wales coalfields. The author has acquired 
practical experience of the problems of the coal industry not only 
as Professor of Economics and Political Science in the University 
College of South Wales and Monmouth, but also by his personal 
efforts to solve some of the most pressing social and economic 
problems of this coalfield. For the pioneer work of Professor 
Jevons in organising a co-operative Garden City movement in 
South Wales mining centres was significant as the acceptance of 
a kind of challenge as to the practicability in application of theories 
of the chair with regard to economic and social well-being. And 
although the experiment involved cessation of professorial work 
and great financial risk, it has proved the nucleus of important 
movements for re-forming upon a new basis the social and 
housing conditions of our great coalfields. It is just a part of 
that leaven of idealism, which is essential to counteract the 
materialistic obsessions of industrialism, and which is evident 
throughout Professor Jevons’ book. The author’s personal 
experiences within the range of his subject have given 
a distinctive impress to the book, which is best described 
in the author’s own words : — “My purpose has been to provide 
knowledge of facts and a point of view. It is always the lives and 
personality of the workers in an industry which appeal to me as 
the most important aspect of it, as, indeed, they are to the nation ; 
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so I have grudged no space for the chapters dealing with the 
minerjfi lives and their organisations.” 

The above quotation is the key to estimation of the volume, 
as it is also to. the author’s former activities in South Wales. And 
in the opinion of the reviewer tliiS quotation also embodies what 
should be the guiding principle of any objective study of industrial 
and commercial organisations, whether British or foreign. 
It is not enough that formal accounts of the dead fabric 
of the various industries should describe and analyse faithfully 
to the last technical detail. These are the dry bones of the 
matter that must be clothed with flesh and blood by intimate 
accounts of the personnel of the industry or branch of trade 
considered. Surely, these do, or should, count for more, or at 
least for as much, as the technical, mechanical, or material 
details. 

The public, the legislator, and the economist cannot know too 
much of the personnel , the workers of industry and commerce — 
their different occupations ; their conditions of life and work ; their 
economic and social conditions ; their points of view ; their 
organisations and the purposes of the latter. It is ignorance of 
such matters, caused by lack of inquiry and over-emphasis of the 
material aspects of industry and commerce, that has helped to 
cause much of the grave misunderstanding between employers 
and employees, between both these classes, the general public, 
and the State authorities, during peace and, worst of all, during 
the critical times of war. Only during the crises of strikes and 
lock-outs have the mass of the nation an opportunity to get direct 
insight into the economic and social conditions of the personnel 
of our great industries. 

Yet these conditions are of vital importance, especially in the 
coal industry, the workers in which hold the key to the productive 
efficiency of the nation. Their social and economic conditions, 
their points of view, must be understood if the problems of this 
vital industry , are to be handled with success. King Coal holds 
sway largely through his workers, and is likely to do so increas- 
ingly in the future, as our author holds, with great show of proof. 
For the coal industry and the workers therein are “ destined to 
play a growing part in the economy and politics of this country,” 
and, the author might have added, of the world. The increasing 
strength of the miners’ organisations (Chaps. XVII.-XX.), the 
political instinct of the miners and their leaders, the latter being kept 
up to the line by the constant criticism of the rank and file, will 
force into the sphere of practical politics questions of natfilQaliRa- 
No. 102. — VOL. XXVI 5 
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tion of natural monopolies, working conditions, democratic govern- 
ment, and other vital issues (Chap* XX, and pp. 760-1). 

Therefore, the author rightly observes that “no adequate dis- 
cussion of such measures by the public or in Parliament is possible 
whilst there is widespread ignorance of the modem methods of 
working coal and of the conditions of the employment (and, may 
we add, of the life) of miners.” 

Such are the considerations which seem ever to loom 
before the author in defining the object and scope of his book. 
The first ten chapters prepare the background of technical 
considerations against which the social and economic aspects are 
portrayed ; they deal in interesting, readable fashion with the 
conditions under which coal is produced, distributed, and con- 
sumed. These chapters are up-to-date in information and treat- 
ment, a distinctive feature being the illustration of the text by 
diagrams, photographs reproduced in black and white, and, above 
all, by a large geological map of the British Isles (nearly 24 inches 
square and coloured and annotated), forming a frontispiece to 
the book. In all there are twenty-three illustrations in black 
and white and two maps ; these represent a pleasing and useful 
feature of technique, which seems eminently desirable in objective 
studies of different industries. 

Chapter I. is introductory, touching lightly upon general and 
historical aspects of the coal industry, and followed by a descrip- 
tion of the origin and nature of coals, the position and character 
of the coal seams of the British Isles. Chapter III. explains the 
modem uses of the chief kinds of coal in the two principal ways 
of either “barbarously burning” coal as a steam-raiser, or of using 
its volatile properties through distillation. The statistics of coal 
consumption for the United Kingdom (190 million tons) and for 
Europe (550 million tons), and the estimates of the possibilities 
and advantages of economy therein are interesting and important. 

Chapters IV., V., and VI. describe seriatim the coal-fields of 
the British Isles, with general references to the history, prospects, 
and methods of development, the amount and quality of their 
production, their markets and personnel Of special interest is 
the detailed survey of the coalfields of South Wales and Kent. 
The author opens up the definite prospect of the future converting 
“the garden of England,” and possibly the portions of Hants, 
Wilts, and Berks with concealed coalfields, into teeming industrial 
areas. The possibilities of such changes in “rural” England are 
as supremely interesting as those arising from the increased ex- 
ploitation of Irish coalfields. The subject-matter of Chapters VII., 
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VIII. and IX. are the most technical in nature, but none the less 
interesting to the lay reader because of the easy and personal 
style of description and explanation. Chapter VII. deals with 
the methods of prospecting for coal by borings, of sinking shafts, 
and opening out seams of coal ; the Systems of exploiting the latter 
— coal-getting — by human labour and mechanical means are ex- 
plained in Chapter Vlll. The succeeding chapter describes the 
methods of preparing coals for the market in a way which shatter" 
the popular notion that coal is a raw material saleable just a : it 
is extracted from the bowels of the earth. Chapter X. completes 
the destruction of this illusion by showing that the methods which 
aie being increasingly adopted to utilise coal to the utmost advan- 
tage are likely to make the “by-products ” of the coal industry 
f previously neglected almost criminally as “waste” products) of 
greater value than the “raw” coal itself. Thus the coking of 
small coal or “slack” in recovery retorts yields invaluable supplies 
of tar, oils, sulphate of ammonia — the sources of benzol motor 
spirit — aniline dyes, T.N.T. high explosives, &c., to say nothing 
of the producer gas, coke, briquettes made from small coal, for- 
merly wasted deliberately in some coalfields. Thus in South 
Wales the miners were not only refused payment for small coal, 
but were penalised for sending to the surface more than a small 
proportion in each tram. Chapter XI., utilising the technical 
framework indicated earlier, is a suggestive effort to apply 
economic theories, especially as regards the forces of Supply and 
Demand, in their relations to various branches of the coal industry 
and trade — c.g. y as regards the price of coal, the opening, working 
and profits of coal-mines, royalties, labour supply, and wages. 
The succeeding chapter gives a practical, if brief, account of the 
conditions of buying and selling in the coal trade, home and 
foreign, including special references to the practice at the ports 
of shipment as regards mixing, shipping, trimming of cargoes, &c. 
The account of the close organisation of coal-trimmers i*s of special 
interest. 

The heart of the volume lies in Chapters XIV. to XXII. ; for 
these describe in intimate fashion the economic and social aspects 
of the coal industry, ujxm the importance of which the author 
places so much emphasis. All the chapters reveal the wealth of 
the author’s personal experiences, and have an intimate, almost 
conversational, style which brings the reader into closest relation 
with the subject. They contain much information which is original 
and the result of first-hand inquiry ; but the order of the chapters 
might be regrouped subjectively. 

B 2 
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Chapter XIV. (which would be better placed immediately after 
Chapter XVIII. on Sliding Scales of Wages and Conciliation 
Boards) describes the systems according to which wages are paid 
to colliery employees ; the references to the social effects of different 
price lists for cutting coal , enf breed in different districts by custom 
or agreement, are of novel significance. 

The alarming statistics of fatalities and accidents in the coal- 
mining industry are analysed and criticised in a keen but con- 
structive fashion. The essential reduction of preventable accidents 
to a minimum is clearly attainable only by the enforcement of 
legislation and inspection. The moral of the Senghenydd disaster, 
which cost 439 lives, in the third of a series of explosions, is 
emphasised. For despite the warnings and the infringement of 
nearly a score of the provisions of the Coal Mines Act, the sum 
total of fines against the manager and his company was about 
£22, or, as a local Labour paper put it, “Miners* lives at Is. 1 \d. 
each”! Little wonder, therefore, that bitter feelings develop 
among the miners, that Syndicalists propose control of the mines 
by the miners, or that “safety strikes ” occur as a method by 
which miners enforce their demands as to inspection, ventilation, 
&c. ! Useful suggestions for improved conditions are the increase 
in the number, practical experience, and independence of the 
inspectors of mines, stricter enforcement of the law, and the 
separation of the business and technical functions of colliery 
management. 

Chapter XVII. traces the growth of trade unionism among the 
miners, from the organised strikes of the early nineteenth century 
and the “ephemeral unions” of 1835-60 to the stronger “county 
unions” of the ’seventies and the all-powerful Miners’ Federation 
of Great Britain from 1888 up to date. The organisation, methods, 
policies, and leadership of these unions are considered in an 
interesting fashion. 

The author harks back to the central problem of his subject — 
the conditions of life and labour in the coal industry — in Chapters 
XIX. -XXII. The meaning of the claim for the payment of 
minimum wages for work under “abnormal” conditions is ex- 
plained in Chapter XIX., together with an account of the general 
strike of 1912 whereby this claim was enforced. The succeeding 
chapter describes the legislative solution of this crisis — the Coal 
Mines Minimum Wage Act, its principles, provisions, and appli- 
cation in the various coalfields. The considered judgment of the 
author is that this great advance in the establishment by the 
State of minimum employment conditions has been thoroughly 
justified by its successful working. 
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Chapters XXI. and XXII. are probably the most original and 
interesting in the book. The procedure in the mine is vividly 
described, and also the character-types of the miners in different 
coalfields — their social and political activities ii trade unions, 
co-operative societies, religious, social, and political organisations 
in local and national politics. Chapter XXII. gives startling data 
as to the housing conditions in mining centres, including the 
appajling reports (official) as to overcrowded and insanitary 
dwellings in Scotland, Durham, and South Wales. Of par+icv^ar 
social and moral significance are the evils of bad housing, the lack 
of pit-head baths and of accommodation for the unmarried 
“ lodger ” miners. The new agencies at work for solving these 
problems, especially the co-operative projects, are well described 
as to practice and prospects. 

In Chapter XXIII. the author reverts to the technical aspects 
of the coal industry, dealing first with anthracite coal, the 
European trade in which is monopolised by West Wales. 
Chapter XXIV. analyses the enormous foreign trade in coal 
carried on between different countries, showing the great pre- 
dominance of the United Kingdom as regards the overseas trade 
in coal. The considerations influencing this trade are examined, 
especially the vital effects of freight rates, which have proved a 
most important factor during the war. High freight rates are 
not only sufficient to slop a whole coal-field dependent largely on 
exj>ort trade, but by reducing the earnings upon outward cargoes 
greatly increase the homeward freights, and thus the prices for 
raw materials and foodstuffs. The importance of this reflex 
action of the export trade in coal cannot be over-emphasised. 

In view of the dependence of Europe’s reproductive capacity 
after the war, and also of the whole world’s productive efficiency 
upon coal, Chapters XX V.-XX VII. are probably the most sugges- 
tive in the book. For they deal essentially w r ith the future of 
coal — the “coal question ” of the late Professor W. S. Jevons and 
a series of Royal Commissions since the ’seventies. For the 
workable reserves of coal are a vital asset of every country, most 
of all of the United Kingdom, whose industrial and commercial 
development has been based upon cheap coal. 

Chapter XXV . opens the way to discussion by considering the 
possibilities of the “alleged rival” of coal, viz., mineral oil, used 
as a steam-raiser and as a direct source of power through gas and 
oil engines. The author deems that recent engineering progress 
is hailed as “the dawn of the oil age” more by imagination than 
by facts. He endorses the conclusion of the Royal Commission 
“that for certain purposes oil was far superior to coal, but that 
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on account of its strictly limited supply it could never become a 
serious competitor of coal for general purposes. Thus oil fuel 
for steam-raising and for direct use in Diesel engines presents many 
advantages as regards convenience, economy of space and labour, 
&c., especially for marine uses. But the future annual output 
of oil at its maximum (in 1914-15) is estimated at 120,000 million 
gallons, representing about 720 million tons of coal, or about half 
only the present world’s output of coal and lignite. 

The supply of oil does not seriously enter into direct competi- 
tion with coal. Only the heavy derivatives compete with coal 
as a steam-raiser, and even these heavy oils are increasingly 
“cracked ” to obtain the lighter motor spirits ; not more than 
25 per cent, of the mineral oil supply is likely to be needed for 
purposes displacing coal, and, making allowance for the future 
increase of coal output, about GJ per cent, would represent 
the margin of competition with coal. 

Already there is a need for supplements to petroleum supplies, 
sought by the distillation of alcohol from wood, potatoes, but, 
above all, from the distillation of the volatile products of coal. 
This brings us back to coal as the ultimate source of power as far 
as present knowledge applies. The future of oil is thus a part 
of the future of coal. 

The crux of the latter problem is not as to the date of ultimate 
exhaustion , but as to when the increasing price of coal caused by 
increasing costs of production and rate of consumption will become 
a check to our industrial and commercial progress. This “coal 
question ” is all the more serious for the British Isles in that they 
are relatively at a disadvantage as regards the problematic sub- 
stitutes for coal — sun heat, water power, carbonised vegetable 
matter, &c. 

In order to solve this “vital problem of national economics ” 
statistical inquiries arc skilfully used by the author in order to 
estimate tlie “getable” reserves of coal, the probable rate of 
production and that of consumption as regards the British Isles, 
Europe, the British Empire, and the world. The estimates of 
various authorities are considered and revised according to the 
most recent data as to the possible depth of mines and thickness 
of workable seams. Taking for the former 4,000 ft. and for the 
latter 1 ft., and allowing 10 per cent, for waste in working, the 
actual coal reserve of the British Isles is estimated at 136,000 
million tons, the possible and probable reserve at 61,000 million 
tons. The output up to 1913 is estimated at 12,577 million tons, 
or about 6 per cent, of the original supply of coal, allowing that 
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this includes the cream of coalfields like those of Durham and 
South Stafford. 

EatJimates of future consumption of coal in, and export from, 
the British Isles are taken at a rate which indicates that by 
A.D. 2150, or 234 years hence, three-quarters of their getable coal 
reserve will have been exhausted. Long before that date the 
injurious effects of the increasing cost of coal will hamper our 
commercial and industrial supremacy, other things being equal. 
Little national consolation can be gathered from the fact that 
the coal reserves of Europe will be similarly approaching exhaus- 
tion, and that the supply of other continents as a whole is good 
for several thousands of years. The relative disadvantage of the 
British Isles is what will matter, and that will increase cumula- 
tively as the coalfields of Central Asia, China, India, and America 
are developed. 

The moral drawn is that every method should be adopted to 
conserve national capital and to increase the sources and supply 
of national wealth by improved education, research, and organisa- 
tion, especially in economic and social matters. It must be 
remembered that even now countries v/ithoul coal have 
by the methods indicated developed great and profitable 
commercial activities, to wit, Holland, Denmark, Norway, 
Switzerland, &c. 

As regards the possible substitutes for coal in the future, the 
author looks to the use of water power, tides, direct radiant heat 
of the sun collected by mirrors; and, what is a most interesting 
suggestion, to the growth of luxuriant vegetation in tropical areas, 
to be burnt as a steam-raiser for coarser manufactures and for 
generating power transmitted elsewhere, or to be carbonised into 
briquettes for export as a fuel for temperate areas. In any case 
the author predicts that the latter will be forced more and more 
to specialise upon high-quality products and leave all coarser 
manufactures to areas producing the raw materials or # the cheapest 
fuel. 

The style of the author is throughout easy and clear, although 
there are many indications of the pressure under which the volume 
was prepared, as in the repetitions of the text and the defective 
arrangement of several chapters. The value of the work is un- 
questionable. As an objective study itf the economic and social 
aspects of a national industry the book marks out many new and 
valuable directions of development. As a popular work it is equally 
commendable. 


G. R. Carter 
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Inventors and Money-Makers . By F. W. Taussig, Ph.D., 

LL.B., Litt.D. (New York: The Macmillan Co. 1915. 

Pp. ix + 138. Price 4 s. 6 d. net.) •*« 

This book, small in size as it is, is remarkable for the con- 
vincing proof afforded of the keen perception, the cool temper and 
sane judgment, and the large diversity of interests of the distin- 
guished occupant of the Chair of Economics in a famous 
Transatlantic seat of learning. No attentive reader, we feel sure, 
would deny that in the ample range of fresh suggestion covered 
in these lectures on “some relations between economics and 
psychology ” the usual boundaries of the former study have been 
deftly enlarged. Following the notable example set by Adam 
Smith, whose attitude, as he observes, has strangely escaped 
attention and dispute, Dr. Taussig emphasises aptly the great 
importance of “instincts” of various kinds as forces prompting 
and directing economic action. He enjoys, indeed, the happy 
privilege of discoursing on these interesting questions in an 
academic quietude refused at present to assenting or dissenting 
friends in Europe. Absorbed as we are now in the hideous pother 
of the war, we may fancy that faint echoes of that titanic struggle 
can be heard in these pages; and the “instinct of contrivance,” 
to whicji illuminating prominence is here given, lias, as we 
have lately realised, discovered an unhappy outlet in novel weapons 
of destruction. Yet the instinct of “devotion,” which in another 
informing chapter is made to mingle an altruistic blend with the 
ingredient of self-interest that, less adulterated, imparts the pre- 
vailing flavour to the more assertive instincts of “acquisition and 
domination, ” is now at work in the pacific dealings of manufac- 
turers and traders concerned, as a rule, with far less noxious 
products than guns or bombs, mines or torpedoes. 

The “inventors” and “money-makers,” we are told, are linked 
together by the circumstance that the latter body have rendered 
necessary assistance to the former ; for brilliant apergus might 
often have remained imperfect or unused without the intervention 
from outside of practical capacity and business knowledge. In 
other instances, however, a propensity for money-making has 
itself been a component element of the character, curiously simple 
or perversely whimsical, of^hose inventors of whom some striking 
portraiture is provided in this book. But it is the presence and 
action of “instinct” which form the more general and important 
tie of connection between the two, and Professor Taussig does 
not become less acute and suggestive in his treatment when he 
proceeds from the psychology of the inventor and his special 
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tastes and impulses to the greater variety of the instincts which 
actuate the money-maker. Nowhere, perhaps, is he more con- 
vincing than when he urges, on the one hand, that the zeal for 
contrivance and the joy in work cause the impatience of employers 
with trade union rules, and, on the other hand, maintains that the 
restrictive policies embodied in these regulations, together with 
more essential incidents of the ordinary wages system, opposed 
obstructive barriers to the promptings of a similar instinct in 
working-men. The instinct of domination, again, and that of 
pugnacity may explain the encouragement of trusts by ambitious 
business organisers, while the instinct of ratiocination has betrayed 
economists into an exaggerated fondness for their conception of 
“economic man.” In consequence they have not paid sufficient 
heed to the reality of the rdle played by the idealising instinct of 
devotion in the concrete concerns of trade and industry. 

In conclusion, we would remark that the last reproach the 
book deserves is that of being “ frothy.” Such a fault, Professor 
Taussig rightly fears, may be incurred by the incautious in 
reckoning instincts of an altruistic kind among the influences 
affecting economic conduct. But the admirable sense which has 
characterised his own earlier writing on the main familiar topics 
of an authoritative exposition of economic principles has secured 
him from peril of this kind. In his opportune excursion into these 
new attractive by-paths he has indeed made fresh additions to 
economic knowledge which cannot fail to be of use elsewhere. 

L. L. Prick 


Black and White in the Southern States. A study of the race 
problem in the United States from the South African point 
of view. By Maurice S. Evans, C.M.G. (London : Long- 
mans, Green & Co. 1915. Pp. xii + 299. Price Is. 6 d.) 

The object of this book is to find a modus viveudi between 
black and white, and the author’s knowledge of conditions in 
South Africa affords him a valuable starting-point in his investi- 
gations. A brief consideration of the various manifestations of 
race prejudice leads to the conclusion that the feeling is most 
intense where the races are farthest apart, physically, mentally, 
and spiritually. In South Africa and fti the Southern States of 
America race prejudice is at its maximum. This instinct is not 
to be lightly condemned : it has a protective element which guards 
the race from admixture and possible degeneration. There are 
those who hold that differences between races are superficial, and 
will rapidly disappear in a similar environment. This theory, 
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in the author’s opinion, is devoid of foundation, and is arrived at 
by judging a race from a few isolated individuals. No change of 
environment can, in a short time, materially change the ‘spirit 
of a race. But when prejudice leads to hostility and hostility to 
hatred, what might be a salutary protection may become un- 
warranted tyranny. 

The history of the negro in the United States is an almost 
unrelieved tragedy. When the Civil War closed the South was 
left in utter chaos, and the negro was confronted with the hardest 
task that ever fell to the lot of any human being. Without educa- 
tion, traditions, or guidance of any kind, he passed direct from 
slavery to political as well as personal independence. He was 
never allowed to profit by his new privileges. In any case he was 
incapable of rising to the situation. At the best, the negro is 
emotional, vain, indolent and extravagant, lacking in foresight, 
devoid of enterprise and of organising or inventive ability. At 
the worst, he would rather steal than work, and prefers living on 
the proceeds of prostitution to either. City life has proved a 
veritable death-trap for the black man : he has not the stamina 
to resist its temptations and sinks rapidly to the lowest depths of 
destitution, degradation, and crime. He has shown no aptitude 
for commercial and industrial pursuits ; in the professions he has 
achieved little ; in domestic and personal service he has made no 
progress, and has no particular prospects. But as a farmer he 
has made good, and it is here that the hope for the future lies. 

The real grievances of the negro are, perhaps, not so well 
known as they might be. Everyone has heard of the Jim Crow 
car, and of the exclusion of the coloured man, whether b} 7 State 
regulation or by public opinion, from hotels and places of amuse- 
ment. What is not common knowledge is that various devices of 
political chicanery deprive him of the use of the vote which the 
Federal Constitution has granted ; that he does not get impartial 
justice in the courts ; and that he is seldom quite free from the 
danger of persecution. It is true that in the Northern States he 
has no open bitterness to face. Here he may ride in public 
conveyances ; he may get the poor man’s justice ; he may vote, 
since he is numerically too insignificant to count ; and he may 
work in such occupations as the white man has no use for. But 
the Trade Unions will not admit him, and, in any case, he is no 
fit competitor in an atmosphere of enterprise and hustle. 

After a survey of the situation, remarkable alike for the 
moderation of its tone and the impartiality of its judgment, the 
writer expresses the hope that the worst point may have been 
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reached in the relations of black and white and that we may look 
for improvement in the future. He has not, however, succeeded 
in showing much ground for hope, and his own expression lacks 
conviction. Fifty years of legal freedom and of considerable 
educational and industrial opportunity have only brought the race 
to the verge of catastrophe. It is too late now for the old panaceas 
of deportation to Central Africa or complete segregation within 
the country. The white settler has made every domain his own, 
and space is no longer available. The negro’s only hone lies in 
his opportunity for settling on the undeveloped land in the 
Southern States. In those rich and fertile districts every labourer 
can save out of his wage enough to buy land and prosper. In 
this respect the negro in the Southern States is far better off 
than the native of South Africa ; better off, indeed, than the British 
working-inan. Will he rise to the opportunity and take it before 
it vanishes for ever? His truest friends, whether white men or 
the more fortunate of his own race, have devoted themselves to 
helping him in this direction. They work for social service, for 
moral improvement, for a clean and decent home life. This w*as 
the aim of Dr. Booker T. Washington, the ideal embodied in 
institutions such as Hampton and Tuskegee. A rival movement 
is that led by Dr. W. E. B. du Bois, the school of no compromise, 
which takes its stand on the text of the Federal law, and demands 
equality in all respects. It has no constructive policy, and lives 
by the exploitation of grievances. It makes its appeal, in the 
main, to qualities which the negro does not possess, and demands 
efforts of which he is incapable. Those who can respond are the 
men of mixed descent, the real victims of the system. In the 
United States every man who has the least trace of African blood 
is a negro. In no circumstances will he be admitted to white 
society, and any attempt at deceit would be suicidal. The man 
of mixed blood has accepted the position. But the iron has 
entered into his soul, and the disabilities, social, industrial, and 
political, which do not mean much to the black man, are to him 
intolerable. His problem would, indeed, appear to be insoluble, 
and the only suggestion made is that the white man shall develop 
qualities of restraint, which he has never yet shown anywhere, 
and refrain from adding to the numbers who have this lot to bear. 
If the negro has yet to learn the elements of a clean, healthy, 
honourable life, the white man has an even harder lesson. He 
must preserve the purity of the black race as jealously as he 
guards his own. The sin of the white man against the black, 
as Mr. Evans points out in his summing-up, lay not in slavery, 
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nor in economic exploitation, but in the degradation of the negro 
race by illicit intercourse. Here, at all costs, the white man must 
learn to act as he talks. Further, he must stop lynching* and 
mob violence. He must frankly face the fact that the races are 
different and that a measure of separation is essential, but that 
the black man must have the full protection of equal justice and 
the equal opportunities which he himself enjoys. He can afford 
to discard his favourite bogey of negro domination ; there is 
nothing in the character or capacities of the negro to lend it the 
slightest justification. The American treatment of the problem 
has proved a complete failure. The experiment, generous no 
doubt in intention, of giving a backward people equal political 
rights and leaving them to make what they can of the situation 
has proved a tragic farce. Moreover, it has blocked the way to 
alternatives that might have been successful two generations ago. 
To-day the only comfort which the author can derive from an 
investigation carried out with sympathy, insight, and impartiality, 
would seem to be that, although no issue is in sight, the problem 
need not ultimately be insoluble. 

H. Reynard 

The Wealth and Income of the People of the United States. By 
Willford Isbell King, Ph.D. (New York : The Macmillan 
Company. 1915. Pp. xxiv 4-278. Price 6.9. 6d. net.) 

The main object of this book is to present in a form capable 
of being understood by the non-technical reader a broad and 
comprehensive survey of the growth, present amount, and dis- 
tribution of the wealth of the people of the United States. The 
author also discusses more broadly problems connected with the 
distribution of wealth, the condition of the working classes, &c. 
The subject is essentially one which requires statistical analysis, 
and the book accordingly contains numerous tables and diagrams. 
But as the author is writing not merely for professional 
economists, but for others also who take a more general interest 
in economic affairs, he contents himself as a rule with presenting 
results, and does not enter into detailed discussions of statistical 
methods or of the value of the material with which he deals. In 
the hands of a less capable statistician than Dr. King the value of 
the work might be seriously impaired by the adoption of this 
method of presentation. Dr. King, however, possesses a thorough 
grasp of statistical method, and we are inclined to think that 
considerable reliance may be placed upon his results. The 
statistical material, obtained largely from successive United States 



1916] KINO : WEALTH AND INCOME OF THE UNITED STATES 263 

Ik 

Census returns, can indeed be accepted only with a wide margin 
for •possible error, but the author repeatedly shows that nobody 
is more fully conscious of this than himself. He frequently notes 
the extent of the possible error in the statistics. 

After two introductory chapters, the author begins his 
statistical presentation by an account of the changes in the social 
wealth of the American people during several decades past. The 
conclusion, as might be expected, is to conlirm the popular impres- 
sion that “as far as dwellings, furnishings, vehicles, clothing, &c., 
are concerned, we live in a state of luxury that our fathers knew 
not of.” Considerable interest attaches to the next chapter, in 
which the author examines the distribution of wealth among 
families in Wisconsin, comparing it with the distribution 
in Prussia, France, and the United Kingdom. He presents his 
results largely in the form of graphs, shewing the deviation of the 
actual distribution from the line of equal distribution. The con- 
clusion reached is that there is “no marked difference in the dis- 
tribution of wealth in France or Prussia in 1908 from that in 
Wisconsin in 1900.” This Dr. King explains on the supposition 
that, “given a competitive system of industry and trade, and 
similar laws of property and contract, wealth tends to be dis- 
tributed in proportion to certain natural qualities inherent in the 
human mind.” The much more uneven distribution of w T ealth in 
the United Kingdom he sets down to the laws of inheritance. 
So far as the United States is concerned, the author argues from 
Wisconsin and Massachusetts statistics of deceased estates that 
“there is no marked progress towards greater concentration in 
the hands of the few.” 

Chapters VI. and VII., which treat of the national income 
and its distribution among the factors of production, are also of 
considerable interest. The explanations which the author offers 
for the phenomena revealed, however, cannot always be accepted 
without question. This is notably the case with regard to his 
explanation of the falling off in recent years of the proportion of 
the national income going to labour, and the decline of com- 
modity wages. His conclusion is, broadly, that the law of 
diminishing returns from land has come sharply into operation in 
America in the last twenty years ; that the American labourer has 
been unable to withstand immigration of low-paid labourers from 
abroad, and that commodity wages of American labour have, 
therefore, been forced down. He admits, indeed, that the falling 
off in commodity wages may be partly due to money wages having 
lagged behind commodity prices, but he does not inquire whether 
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new inventions and the law of increasing return in manufacturing 
industry may not have more than offset the growing difficulty of 
wringing produce out of the land. Nor does he discuss the effects 
of the trusts, while the fact that the fall of commodity wages 
extends also to Europe appears largely to escape his attention. 

The author cherishes intense animosity against the poor 
European immigrant and his ancestors, but we cannot regard as 
very wise or informing the answer which he gives to a question 
which he propounds — Why did the ancestors of the present genera- 
tion bring into the w T orld children whom they could afford neither 
to educate nor to train for some occupation the products of which 
were sufficiently in demand to make a living wage easily secured? 
His reply is : “Simply because these same parents were either 
> incompetent, ignorant, or unwilling to restrain their animal 
passions.” Fortunately, such quotations are not typical of the 
author’s work. 

0. X. Hobson 

Old Age Pensions. By H. J. Hoare, B.Sc., LL.B., Clerk of 
the Local Pension Sub-Committee for Camberwell and 
Lewisham. Introduction by Sir Laurence Gomme, F.S.A. 
(P. S. King and Son. 1915. Pp. 196. Price 3.9. 0 d. net.) 

This is a clear and very sensible account of the working of 
the Old Age Pensions Acts, which will be useful to members of 
local pensions committees and to social workers and others whose 
friends are approaching the financial haven of seventy years. 
It is interesting, on the theoretical side, as a study of one of 
the ever-multiplying points at which local and central adminis- 
tration meet — in this case with little friction. The author’s 
attitude, however, is that of the official, full of enthusiasm for 
the Acts under which lie has worked, not that of the local repre- 
sentative or ' the theorist. Throughout the book he gives a 
straightforward account of actual procedure, some practical sug- 
gestions, but little discussion of principles, of abstract questions as 
to rights and wrongs of non-contributory pensions, or the logical 
relation between pensions and poor-law relief. Much lias been 
w r ritten elsewhere on these subjects, and the reader may be grate- 
ful for the author’s abstention. 

The book (written just before the war) begins with an explana- 
tion of the meaning of eligibility for a pension, with regard to 
age, nationality, and means. Some strange anomalies still exist, 
even under the Act of 1911, which smoothed away many diffi- 
culties. Thus “a person claiming a pension who lives in his 
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own house . . . may have his means estimated at, say, £34, the 
net ^teable value of the house, which deprives him of a pension ; 
but as soon as he moves to another house of the same character, 
his meanr are one-twentieth of the capital value of the house, 
say £300, which is £15, and he is entitled to a 5s, pension ” 
(p. 63). Then there are complications about the assessment of 
charitable allowances as part of income, which are perplexing 
those who now wish to supplement the State pension as an offset 
to war prices. 

The poor-law disqualification is practically gone — its present 
position might be more clearly stated in the book— but the 
anomaly remains that, while an individual may receive the Old 
Age Pension when he is in a workhouse infirmary, this stops 
when he moves across into the workhouse itself, and in neither 
case do the ratepayers benefit from the taxes. Up to March, 
19 13, onty 366 appeals had been made against decisions of local 
committees that applicants were ineligible on the score of previous 
idleness ; so far had these committees carried their reluctance 
towards inquisitorial inquiries into an applicant’s past. The 
statistics quoted as to the effect of pensions on pauperism and 
its cost are interesting. “It would appear that the actual saving 
to the rates in London (from the Old Age Pensions Acts) would 
be ... a j \d. rate on the assessable value of London ; whereas 
the cost of old age pensions in London ... is equal to a rate 
of *h/. in the pound ” (p. 177). 

Chapter VIII. describes the machinery by which the Acts are 
worked — machinery shared between the Board of Customs and 
Excise and the local pensions officers, the Local Government 
Board, the local pensions committees, with the Postmaster- 
General and the Treasury in the background. Authorities thus 
trained in adaptability to the official routine of different depart- 
ments, and in assessing quickly working-class incomes, were 
naturally selected to deal with the military and naval dependants’ 
allowances in the stress of the autumn of 1914. 

The author urges that the present law as to the inalienability 
of Old Age Pensions should be altered in the case of lonely and 
infirm pensioners who cannot take adequate care of themselves ; 
that administration should be simplified by handing over the 
Local Government Board’s share of control to the Board of 
Customs and Excise (but surely the Local Government Board 
is the last authority to be left out) ; that charity, and especially 
endowed charity, should be better co-ordinated with old age 
pensions; and that a pension should be suspended after four 
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weeks’ payment when the recipient is in a workhouse infirmary. 
He scouts the suggestion of transferring a pension to the 
guardians and of thus relieving the rates from the taxes, equally 
in the case of a person receiving ordinary and medical indoor 
relief under the poor law. The* present demarcation between the 
forms of public assistance for people over seventy is, however, 
quite illogical, and war conditions and prices are constantly 
making this more apparent. 

There is no index, which is a real defect in such a work. 
Otherwise it is an excellent and human handbook. 

C. V. Butler 



NOTES AND MEMORANDA 


The Monetary Difficulties of Early Colonisation in New 

Zealand. 

I. 

Government Debentures as Inconvertible Paper Money . 

New Zealand became a Colony of the British Crown in 1840. 
It did not receive representative Institutions until ]852. The 
experiences of the Government during the first few years after 
the proclamation of British Sovereignty bore ample testimony to 
the difficulties which the lack of banking facilities and a suffi- 
cient currency can occasion. 

Prior to the cession of autonomy the Colonial Government was 
but an arm of the Imperial Government, and was carried on at 
tho latter’s charge. It was estimated by the Colonial Secretary 
that in 1844 the missionaries and military of New Zealand drew 
£60,000 from England. To this annual charge upon the Mother 
Country had to be added the salaries of the civil servants. This 
involved heavy drafts upon England, and explains the great excess 
of imports over exports in the infancy of the Colony. In 1842 
Wellington imported goods to the value of £38,840 from England, 
while her exports to that country were nil ; and in the same year 
her exports to the United States of America were £T2,156, and 
her imports from that country £73,743, showing that Great 
Britain was partially defraying the cost of colonial government 
through America. There being always a balance payable by Great 
Britain to New Zealand, Governors were in the habit of drawing 
bills on the Imperial Treasury in anticipation of money to be 
received. These bills were sometimes discounted by the local 
banks, the Union Bank of Australia, and the New Zealand Bank- 
ing Company, and sometimes circulated as a form of currency, 
when they were accepted by creditors of the Government in pay- 
ment. They always bore interest ranging from 5 per cent, to 
8 per cent. The Bank’s ordinary rate of discount was 12J per 
No, 102. — VOL, XXVI. s 
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cent., but the Government could generally arrange with it for the 
transmission of money from England for a commission of 5 per 
cent. Besides negotiating bills on the Treasury, the Government 
paid for much of the land it purchased from the Maoris by land 
scrip. This scrip consisted of promissory notes of the Govern- 
ment charged upon the Colonial Exchequer, and payable as funds 
became available. In 1856 the Hon. Mr. Sewell stated in the 
House of Representatives that there was afloat at that time 
£100,000 of land scrip. 

The early years of colonisation in New Zealand were not years 
of prosperity, but of much hardship and inconvenience, arising 
from the absence of the ordinary accessories of civilisation. For 
the most part a great deal of labour and capital required to be 
expended before cultivation of the soil could be fruitful. Much 
of the land was covered with dense forest and much of it was 
swamp. It was common to measure progress in those days by 
the number of acres that had been cleared of bush. The settlers 
were ill-provided with capital, and dependent upon colonising 
bodies such as the New Zealand Company for the land upon which 
they settled. Troubles without end encumbered the activities of 
the New Zealand Company. Settlement was hindered by long 
and angry disputes over land claims. The Maoris were a constant 
source of peril. There were no facilities of communication between 
place and place. The country was roadless and bridgeless. For 
many years the colonists were largely dependent upon other coun- 
tries for the supply of a great portion of their substance. To add 
to these natural embarrassments the immigrants counted too many 
artisans and clerks among their number. The proportion of these 
needed was small until the primary industries had become well 
established. The Bay of Islands Advocate of November 18th, 
1843, bewails the general depression, and ascribes it to there being 
too many shopkeepers and mechanics and not enough tillers of 
the soil. Many of the colonists, too, it must be admitted, jour- 
neyed to New Zealand, not for the purpose of permanent settle- 
ment but in order to make a speedy fortune out of land trans- 
actions and other speculative dealings. They came furnished 
with a little money for speculation— not for capital to be employed 
in developing the country’s resources. To these troubles were 
added frequent Maori uprisings and incompetent administration 
of the colony’s affairs. No doubt the difficulties of government 
in those early days of colonisation were tremendous, and would 
have taxed the resources of the ablest men. Nevertheless, after 
making all allowances, Governors Shortland and Fitzroy must be 
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charged with an aggravation of the difficulties. On April 19th , 
1843, £ Memorial of Grievances was addressed by the settlers to 
Lord Stanley, Principal Secretary of State for the Colonies. 

One act bitterly complained of had reference to certain bills, 
amounting to £5,000, drawn by Governor Shortland upon the 
Imperial Treasury. The Colonial chest was empty, and the 
Governor was pressed for means for carrying on the administra- 
tion. Anticipating difficulty in negotiating the bills in New 
Zealand, he forwarded them to Sydney to an agent, upon wnom 
he drew for the amount of the bills. The memorialists stated that 

had the bills been offered to colonial merchants thev would have 

• * 

secured purchasers at par, thereby securing a good price to the 
Government, and assisting the importers in providing means to 
meet their debts to Great Britain. Instead of this mutually 
beneficial course being adopted the bills were sent to Sydney. 
There, after remaining for some time unsold, the drafts drawn 
against them for immediate use of the Government were dis- 
honoured, to the great loss of those w r ho negotiated them. They 
were then handed over to an agent and sold at the unreard-of rate 
of 15 per cent, discount. Such were the best terms upon which 
the bills could be disposed of, although secured by debentures to 
which the revenue of the Colony was pledged. 

The difficulties of government, the constant need of money, 
and the equally constant reluctance of Downing Street to supply 
it, are indicated by the following from the despatch of Lord 
Stanley, dated October 27th, 1844 : — “In your despatch No. 11 
you make pressing application for assistance from this country in 
clearing off* existing debts of the colony and in defraying the 
necessary annual expenditure. The Government of New Zealand 
has already been warned not to place any further reliance on 
large and undefined assistance from the funds of this country.” 

Time and again the Government was at the end of its 
resources, with the Maoris in rebellion and creditors pressing on 
all hands. The issuing of bills on the English Treasury was often 
the only means of carrying on. Governor Grey, in a despatch to 
Lord Stanley, October 18th, 3842, intimated that he had drawn 
on the Lords of the Treasury for £13,976 8s. 3d. to pay debts 
owed by the local Government ; but the Imperial Government 
was reluctant to honour unauthorised drafts, and this reluctance 
made bills of uncertain value. In December, 1843, the Imperial 
Government stated that it would assist local revenues to the extent 
of £7,000 only per year. Governor Hobson had previously nego- 
tiated three bills of £5,000 each with one Mr. J H. Wray, but 
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their acceptance had been refused by the British Lords Com- 
missioners. Authority, however, was given by despatch of April 
10th, 1843, to issue debentures for -the amount of these bills. 
Purporting to act upon this authority Governor Fitzroy issued a 
number of debentures without ^consulting his Council and without 
publishing the despatch referred to. 

The history of these debentures throws a flood of light on the 
monetary conditions of the time. When Captain Fitzroy arrived 
in 1843 he found an almost empty treasury, and by April, 1844, 
the Government was practically penniless. He appealed to the 
Imperial authorities for relief, but the urgency of the matter would 
not admit of the delay incident to waiting for a reply, and, 
bethinking him of the despatch authorising debentures, he began 
the payment of debts by Government debentures. The despatch 
only authorised the issue of debentures to meet a specified debt 
of £‘15,000; Captain Fitzroy used it as a convenient form of 
currency to pay debts generally. The Colonial Treasurer one 
morning on going to his office found the intended issue character- 
ised by the following words painted on his door : “Notice — This 
shop to open shortly with a prime stock of bran new debentures.” 
The misgiving, however, with which the expedient was greeted 
did not deter the Governor, whose plight indeed was well-nigh 
desperate. In May a great many long overdue payments were 
made in what were at the time dubbed “Government rags.” The 
recipients were from the first distrustful, and one man within a 
week after they were issued offered forty 20s. debentures at public 
auction. They realised only 17s. to 18s. each in coin. The result 
of this auction caused quite a financial panic on a small scale. 
The New Zealand Banking Company found its notes immediately 
involved in the same suspicion. There ensued a “run” on the 
Bank in Auckland. The debentures had only been issued a week 
when depositors were to be seen rushing to the Bank demanding 
the return ‘of their deposits in coin. The situation was acute, and 
Dr. Martin and Mr. Whitaker, two prominent citizens of Auck- 
land, held a hurried interview with the Governor, the outcome of 
which was a proclamation making the debentures legal tender. 
This eased the Bank, and it began to return deposits in deben- 
tures, thus immediately arresting the demand. Having embarked 
on the perilous course of inconvertible notes, it was difficult to 
stop, and the Governor issued debentures of 5s. and 10$. on the 
pretext of providing a convenient circulating medium of low 
denomination. The depreciation of the notes was shown in the 
premium of gold, and the gold was largely withdrawn from 
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domestic circulation. The example of the Governor was soon 
followed by merchants, who issued their promissory notes to be 
used m the place of small change. Considerable quantities of 
notes of 3 d. and 6 d. found their way into circulation. 

Governor Fitzroy found that while it was a simple matter to 
issue Government notes it was a very hard matter to induce 
tradesmen to accept them at their face value. Hence arose his 
hurried investing of them with the quality of legal tender. Havirg 
done this, he sought to cover his action by obtaining the sanction 
of his Council, and on May 7th, 1844, it was proclaimed in the 
Government Gazette that a Bill would be laid be.'oie the Legis- 
lative Councirat the earliest possible period *o authorise the issue 
of debentures to the amount of -615,000 and to make them legal 
tender. At the same time the despatch of April, 1843, was 
published. 

Accordingly, on May lfith, 1844, the Council passed “An 
Ordinance to authorise the Governor of New’ Zealand to issue 
debentures and to make the same legal tender.” This w T as one 
of the first measures passed by the Legislative Council of New 
Zealand. It was not carried without question, and indeed evoked 
considerable discussion. From this debate it appears that the 
Colony w'as in immediate w r ant of a circulating medium of an 
undoubted character. The bank-notes of the Union Bank and 
the New Zealand Banking Company were inadequate to meet 
commercial requirements. The Governor estimated the circulat- 
ing medium of New Zealand at the time at £18,000 and Dr. 
Martin at £10,000. It was proposed to issue Government deben- 
tures to the amount of £15,000 bearing interest at 5 per cent, per 
annum. Although the real ground for turning Government deben- 
tures into money was the embarrassment of the Government, the 
need of an increased circulating medium was admitted by all the 
Colonial newspapers, and can scarcely be gainsaid. To meet this 
need the debentures were issued in sums as small a-s*5 s. and 2 . 9 . 
They were also issued in triplicate for convenience of remittance 
to Sydney. 

Unfortunately (he Ordinance was not in accordance with the 
authority of the Imperial Government, and when forwarded for 
the Boval sanction was disallowed. Indeed, when the Bill was 
before the Legislative Council in New Zealand, Mr. Brown, a 
member of it, challenged the legality of making the debentures 
legal tender. The Governor, however, informed the Council that 
he had sufficient authority from the Queen to issue them as 
proposed without the sanction of the Council. That he exceeded 



262 


THE ECONOMIC JOURNAL 


[JUNE 


hie instructions is clear from a despatch from Lord Stanley to 
Governor Fitzroy, dated October 27tli, 1844, which reached New 
Zealand about April the following year. 

The conduct of Captain Fitzroy in issuing inconvertible deben- 
tures as currency was the subject of strong animadversion by the 
London Press, 1 and occasioned many references in the British 
Parliament. These references are collected in the New Zealand 
Journal , 1845-46. In his despatch accompanying the debenture 
Ordinance the Governor says in a postscript, “I ought to add that 
the issue of debentures as a paper currency (however contrary to 
my instructions) and making them a legal tender has saved the 
Colony generally much misery. ” It is perfectly clear that in 
authorising the issue of debentures as a means of postponing the 
payment of an ascertained debt it never entered the mind of the 
British Colonial Secretary to sanction a policy of creating deben- 
tures as a medium of general exchange. 

Captain Fitzroy’ s necessities would not permit him to carry 
out the instructions contained in the despatch of October 27th, 

1844. Without the knowledge of the Colonial Secretary he 

had already issued debentures far in excess of the pur- 
ported authority of the Ordinance of April 10th, 1843. 

Instead, now, of replacing debentures already in circula- 
tion with new £50 debentures, he issued the latter with- 
out recalling the former. Indeed, on April 10th, 1845, 

the Legislative Council passed a resolution in the following 
words : “That it appears to this Council that the issue of deben- 
tures under existing circumstances should be extended sufficiently 
to pay off the debts due by the Colonial Government, and that the 
interest on such debentures should be a first charge on the 
Colonial Revenue. ” The greatest alarm was occasioned in com- 
mercial circles, and on July 2nd, 1845, a public meeting was called 
in Wellington to protest against the policy of the Governor with 
respect to debentures. 

A memorial was presented to the Governor requesting informa- 
tion concerning the quantity of debentures in circulation. Need- 
less to say, the information was not forthcoming. According to 
the Spectator (New Zealand), the debentures had driven the coin 
and bank-notes practically out of circulation. “The currency of 
Auckland consists entirely of debentures.” The speech of 
Governor Fitzroy to his Council on April 5th, 1845, sufficiently 
establishes the recklessness with which debentures were issued. 

1 The London Times, 15th May, 1845, and The Morning Chronicle , 16th March 

1845. 
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“He thought it right to give the best security he could ; he should 
therejpre pay tfie arrears with the new debentures of £50 and 
upwards, which would bear an interest of 8 per cent. The resolu- 
tion of payment of only half salaries would be rescinded, and the 
new debentures would be, if no1> actual payment, security until 
he ascertained from England how far the Home Government 
would assist us.” 

From the Governor's embarrassments there was no possi- 
bility of extrication with honour. Before the close of April, 1845, 
Lord Stanley’s despatch ox October, 1844, commanding the 
Governor to recall the debentures had been published in the Press 
of the Colony. As nothing was done to execute these commands, 
and it was well known that debentures to an amount of far more 
than £15,000 had been issued, the debentures rapidly depreciated. 
Being illegal, they could not very well be legal tender. 

By the end of 1845 they had fallen to 20 per cent, below their 
face value. These excesses of Governor Fitzroy in conjunction 
with other marks of maladministration occasioned an almost 
unanimous demand for his recall. 

Captain Fitzroy was accordingly recalled, and Captain Grey 
(afterwards Sir George Grey) was appointed on November 18th, 
1845. He immediately prepared to put into effect the orders 
contained in the despatch of October, 1844, and the subsequent 
despatch of April, 1845, disallowing the Ordinance of May, 1844. 
On November 22nd, 1845, it was announced in the Government 
Gazette that “the Lieutenant-Governor will lose no time in 
making the best arrangements that the means at his disposal will 
admit of for obviating the difficulties and inconveniences which 
in the present state of the circulating medium of the Colony may 
result from the disallowance of the above-mentioned Ordinance.” 
Governor Grey was supplied with £15,000 by the Home Govern- 
ment for the redemption of the debentures issued under the 
Ordinance, and only discovered on arrival in the Colony that three 
times that amount had been issued. Finding it impossible to 
redeem them all, he offered to pay one-fourth of the debentures in 
specie and the remainder in funded (irredeemable) debentures 
bearing interest at the rate of 8 per cent, per annum. 

This is the only period in her history when New Zealand has 
had an inconvertible currency. It arose, like all such money, out 
of the financial necessities of the Government. Those necessities 
in New Zealand were largely, but by no means altogether, the 
outcome of Governor Fitzroy’s blundering administration. He 
was quite unfitted for the task imposed upon him. The most 
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important question of the time was the settlement of the land 
claims. It does not come within the scope of* my inquiry to 
attempt to assess the merits of the fierce controversy that for 
many years raged round this question. There seems to have 
been an over-eagerness on the ,part of land speculators, whose 
dealings with the Maoris occasioned endless disputings concerning 
title. Whatever the Governor did seemed to make confusion 
worse confounded. His incompetence precipitated wars with the 
Maoris and hindered the colonising activities of the New Zealand 
Company. He so badly mismanaged things that he cut off pretty 
well every source of local revenue and enormously increased local 
expenditure. His plight was such that he had to repudiate the 
Colony’s creditors and stop the machinery of administration, or 
resign and transfer the muddle to his successor, or issue deben- 
tures to be paid at a future time when conditions were improved. 
He issued the debentuies first and sought authority for them 
afterwards. Under cover of sanction to issue debentures to cover 
dishonoured bills on the Treasury drawn by Governor Hobson, he 
obtained the consent of the Council to the Ordinance of May, 
1844. He had in the meantime informed the British Govern- 
ment that he had issued some debentures and made them legal 
tender. While the Ordinance was on its way to England to 
obtain the Royal approval, Lord Stanley despatched instructions 
to recall the debentures which he had learned had been issued, 
and when he afterwards received the Ordinance he promptly 
secured its disallowance. But long before this had taken place, 
not -£15,000 but -£45, 000 of debentures had been issued. There is 
little doubt that this paper currency, by making the medium of 
exchange of uncertain value, embarrassed the trade and industry 
of the Colony, and greatly increased the depression which more 
or less affected New Zealand owing to the financial distress of 
Australia. While banks were closing doors in Australia, the 
Government of New Zealand w 7 as issuing inconvertible notes. 
Lord Stanley admitted in 1844 that these drafts had become 
unsaleable. Then came the last desperate expedient. As the 
drafts could not be turned into cash wdierewith to pay debts, they, 
in the form of debentures, w r ere forced upon creditors in lieu of 
cash. 

It is not easy to see a legitimate course that was practicable 
to the local Government at that time. It must also be remem- 
bered that the repudiation of the legal-tender debentures greatly 
accentuated their depreciation and intensified the embarrassment 
of business. No doubt such disavowal w^as necessary. It would 
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have been calamitous to allow the policy to continue of circulating 
debentures as an inconvertible paper money. Nevertheless, with- 
out tliem, the Government would for a season certainly have 
come to a standstill. The Imperial Government should have 
recognised the difficulties, and furnished the Colonial Government 
with adequate funds. 


II. 

Convertible State Notes. 

While such experience was fresh in the memory of colonists, 
while indeed the greater proportion of the illegal State notes were 
still unredeemed, Lord Giey sent to Governor Grey an important 
despatch urging the establishment of a State Bank for the issue 
of convertible bank-notes. The despatch was dated February 2nd, 
1817, and the following important extract from it was published 
in the Government Gazette of July 8th, 1850 : — 

“The discussions which have taken place of late years, and 
more especially the proceedings of Parliament upon the occasion 
of the last renewal of the Bank Charter have, I apprehend, in 
the judgment of those whose authority is of most weight on this 
subject, finally settled the principles upon which a paper currency 
ought to be regulated. Although a regard for existing interests 
lias prevented these principles from being acted upon in this 
country to their full extent, there is no longer much difference of 
opinion as to the general nature of the system which an adherence 
to them would prescribe. In New Zealand I believe that no such 
interests have yet grown up, though they would not fail speedily 
to do so; it is, therefore, I trust still possible in that Colony to 
secure the great advantages which could not fail to result from the 
establishment of a paper currency regulated upon the most correct 
principles. The view which I take of these principles is as 
follows : The business of banking, or of dealing in money, and 
that of issuing paper money, I consider to have not merely no 
necessary but no proper connection with each other. The former 
is a branch of commercial business which should be left, like every 
other, to private enterprise ; but to issue money, that is, to furnish 
the authorised medium of exchange, is one of the peculiar and 
not the least important functions of the Government. With 
respect to the coinage this principle has always been recognised, 
nor is there any attribute of Sovereignty which has been more 
strongly insisted upon and more rigidly guarded from invasion by 
the Supreme Authority of almost every State, whether of ancient 
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or modern times, than the exclusive right of coining money for 
the use of its own subjects. As to the issue of paper mopey, a 
different rule has generally been followed, but as experience has 
proved with the very worst results. By allowing the issue of 
paper money to become a commercial speculation the amount 
issued from time to time has been made to vary, not according to 
the real wants of the community, but according to the interest of 
the issuers. Thus the value of this description of currency has 
been rendered uncertain, and all the evils have been entailed 
upon the community which result from the want of uniformity 
in the measure of value and general medium of exchange. The 
value of a metallic currency is not liable to injurious fluctuations 
simply because the amount in circulation cannot be arbitrarily 
varied, but is self-regulated by the exchanges of which the opera- 
tion is too powerful to be controlled by law. In order, therefore, 
to unite the advantages of cheapness and convenience which 
belong to a paper currency with those of steadiness and uniformity 
of value which belong to a metallic currency, one of the former 
description ought to be so regulated that the amount in circula- 
tion should vary according to the same laws which govern the 
latter. This is to be accomplished by providing that, paper money 
beyond some fixed amount, clearly within the wants of the country 
in which it circulates, shall only be issued in exchange for the 
precious metals, and that it shall always be payable in the same. 
Under this system the circulation can only be increased when it 
is the interest of private individuals to import bullion which they 
may exchange for paper, and can only be contracted in like 
manner when it is their interest to demand bullion in exchange 
for paper. The system now established in this country by the 
authority of Parliament is founded upon this principle, to which 
it conforms as nearly as the necessity of having regard to vested 
interest would permit at the time the arrangement was made. In 
New Zealand a simpler and more perfect system may, I hope, be 
adopted. 

“All I wish earnestly to press upon your attention is the 
importance of occupying, if* possible, the ground by some Govern- 
ment paper before private banking companies shall have taken 
possession of it. If this is neglected 1 am persuaded that it will 
practically be impossible to prevent such companies from being 
formed, and from issuing notes for circulation. It will be equally 
impossible to confine the privilege to any single private company. 
Such a monopoly would be sure to create too much dissatisfaction 
among all excluded from sharing in its profits to be long main- 



1916] EARLY MONETARY DIFFICULTIES OF NEW ZEALAND 267 

tained. The consequence would be that banks of issue would be 
established, and that in seasons of commercial prosperity the 
competition of these banks would unduly extend the amount of 
paper in circulation, thus raising prices and stimulating, precisely 
when it ought to be moderated, tfie spirit of speculation, thereby 
ensuring whenever the reaction came, as come it must, a more 
than corresponding depression and wide-spreading ruin and 
distress. 

“ ( Signed ) GRLf.” 

It will be noticed that Lord Grey’s proposal was based on the 
currency principle which the Bank Charter Act, 1844, was 
intended to carry out. The supporters of this principle were 
triumphant in England at this time : and it is not surprising that 
in laying the foundations of a new nation in New Zealand the 
governing authorities should accept the doctrine concerning paper 
money which was sanctioned by the adherence of the 
leading financiers of the age. It is essential to a proper 
understanding of the State Bank ot Issue to mark that 
among its antecedents this belief in a generally acknowledged 
economic dogma was an important one. According to the currency 
principle paper should not be used to enlarge the currency, but 
only as a substitute for coin. In New Zealand, while there was 
a mixed coinage, the chief defect from a colonial point of view was 
its weight and bulk and general non-portability, a matter of grave 
concern to scattered communities with few banking facilities. 

Lord Grey’s despatch was published in the New Zealand 
newspapers about the middle of August, 1847, and immediately 
occasioned a heated controversy. The despatch was viewed with 
misgiving, and indeed alarm, by many of the leading merchants 
of Wellington, and they addressed a memorial of protest to the 
Governor of the Colony. They plainly manifested their utter 
lack of faith in the convertibility of Government paper money. 
Apparently they paid little heed to the provision that notes should 
be exchangeable for cash only. The fact was, they feared the 
facility with winch Governments, being law-makers, can alter 
the law to suit their immediate needs. While the precautionary 
measures laid down by Lord Grey were ample to secure the 
absolute stability of the notes so long as they were observed, what 
assurance was there that they would not be suspended in a time 
of difficulty? Unfortunately the conduct of the Government had 
not been such as to inspire confidence. The public at the time 
were smarting under the enforced circulation of the illegal deben- 
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tures which were equivalent to an inconvertible paper currency. 
From the opening words of the despatch it was apparent that 
Lord Grey was under the impression that all the debentures had 
been recalled. The fact was, as has been stated, that Governor 
Grey bad been unable to redeem at first more than about one- 
fourth, and upwards of £80,000 of Governor Fitzroy’s debentures 
had simply been exchanged for debentures at a higher rate of 
interest. 

It appears that Lord Grey wae unaware of the bank-notes 
issued by the Union Bank. The amount of its notes in circulation 
at the time it is difficult to ascertain with precision, as the Bank 
had ceased temporarily to publish its returns. Business had 
shrunk so greatly that it was not solicitous of publicity. The last 
return published in the Gazette was for the quarter ending June 
30th, 1842. The notes of the Union Bank then in circulation 
were £10,357, and the New Zealand Banking Company had a 
circulation at the same time of £5,385, making a total of £15,742. 
The note circulation of the Union Bank at the time of the State 
Note Ordinance was, according to an uncertified return given by 
Mr. A. Kennedy, Manager of the Auckland Branch, £14,592. 
Banking had fallen on evil days in the Colony. A few years 
previously the New Zealand Banking Company had gone into 
liquidation. Its notes were redeemed, but not without the assist- 
ance of Government debentures, wdiich to some extent had to be 
accepted by the note-holders in lieu of cash. This banking com- 
pany had been severely injured by the Maori War. In 1845 
Kororareka, its headquarters, was destroyed. In 1846 the half- 
yearly reports of the Union Bank tell us that the New Zealand 
branches had been reduced to little more than exchange agencies. 
The internal commerce was left practically unsupported by bank- 
ing facilities. Besides, the notes that were in circulation were 
not strictly convertible in cash on demand. This appears from 
the references to the Bank by the contemporary Press in 1844. 
It systematically refused specie for its notes, and the Wellington 
branch, for instance, would not give in exchange for its notes 
drafts on another branch— as Nelson— except at a discount. The 
Union Bank opened a branch in Auckland in the beginning of 
1848, and when notes of the Auckland branch were presented at 
Wellington they were exchanged only at a premium of 2 per cent. , 
and if gold were asked for the premium was 3 per cent. So that 
while it was not true that no description of paper money was in 
circulation in the Colony, there was no sound paper money. What 
there was was deficient in quality and quantity. Lord Grey did 
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not in any way overstate the need of the Colony for an adequate 
issue of efficient bank-notes. 

Tte unpopularity of the Union Bank did much to win a 
measure of approval for Lord Grey’s proposal. To many settlers 
this bank seemed designed, not# to aid development, but only 
to exploit the Colony for the profit of foreign shareholders. Com- 
plaint was made that it contracted credit at most inconvenient 
times ; that its exchange rates between th ?. leading settlements 
was excessive; that it afforded no facilities at all for e.:cfcmges 
with the less populous settlements, thereby necessitating the 
carriage from place to place of large quantities of money ; that it 
paid no interest on deposits ; that its discount rates were very 
much higher than they were in Australia ; and that in negotiating 
Government drafts its terms were such as greatly to increase the 
expense of administration. 

On October lltli, 1847, five days prior to the passage of the 
Ordinance authorising a bank of issue, there were Government 
debentures in circulation to the amount of £30,371 17s. ?d., and 
on the date mentioned an Ordinance w^as issued providing for the 
redemption of these debentures out of the general revenue of the 
Colony. 

I may now summarise the conditions prevailing in the period 
immediately preceding the establishment of a bank of issue. An 
inconvertible paper currency had been forced on the Colony by 
the Government. The Union Bank to a large extent suspended 
all banking functions but that of effecting exchanges. The New 
Zealand Banking Company had just closed its doors. The country 
was in sore need of a sufficient and trustworthy currency ; com- 
merce between the various settlements was seriously impeded by 
the absence of a convenient means of transmitting payment ; in 
short, progress was hindered because of inadequate banking facili- 
ties. Under such circumstances Governor Grey, with the advice 
and consent of his Legislative Council, issued on October 16th, 
1847, “An Ordinance to authorise the establishment of a Colonial 
Bank of Issue by the Government of New Zealand to make and 
issue a Paper Currency, and to prohibit the making and issuing 
of Paper Money by Private Individuals.” Under the authority 
of this Ordinance a bank of issue called the Colonial Bank of Issue 
was established, and carried on business in Auckland and Welling* 
ton. The Ordinance sets forth the function of the bank, and 
prescribes the conditions under which it shall operate. It was 
entirely a State Bank limited to the issuing of bank-notes of 
denominations of one pound or any multiple of a pound. The 
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notes were issued only in exchange for cash, and were redeemable 
op demand in cash. The intention was primarily to provide a 
stable paper money which should replace to some extent the more 
inconvenient coin. It was not so much an increase of currency 
that was aimed at as a more portable one, and one that would 
circulate more quickly, thereby increasing the efficiency of money. 
The population was scattered, and the only banking houses were 
at Auckland, Wellington, and Nelson. Men had to carry con- 
siderable quantities of money about with them. At the present 
time in New Zealand practically every village has its bank, but 
in the early days of settlement the people were of necessity 
custodians of their own money, and there being no machinery 
for effecting exchanges between different places they had to trans- 
port their money to the places of payment. A reliable paper 
money was an urgent want. The notes resembled the Treasury 
Notes of the United States of America. They were in effect 
Government receipts for coin dejrosited, convertible into coin 
again at any time on demand by the bearer of the receipts. Ample 
measures were taken to secure the notes against any depreciation 
of value. In the first place they were issued only in exchange for 
coin, and one-fourth at least of the nominal value of the notes 
was required to be kept in the Bank’s coffers in coin as a reserve 
to meet the current demands of the public. This reserve was 
increased to one-third by an Ordinance of July 31st, 1851. It is 
to be remarked also that when notes returned to the Bank they 
could not be re-issued except in exchange for an equivalent 
amount of cash. 

Secondly, although provision was made for investing the 
balance of the coin, only investments realisable on three months’ 
notice were allowed. The investments were to be made as funds 
w r ere available, so that they would mature at different times. The 
investments were thus intended to be liquid. As a matter of 
fact they wererall made in English Consols. 

Lastly, the ultimate payment in cash of the notes w^as charge- 
able upon the general revenue of the Colony. Briefly, then, the 
Colonial Bank of Issue was a Government Department which 
undertook the custody of coin free of charge, and in return for 
the coin issued notes, convertible on demand, of a face value equal 
to the amount of the coin deposited. The Government provided 
the public with a money convenient for circulation, and the 
expense of the accommodation was intended to be met out of the 
interest earned on the investment of the cash not required as a 
reserve. Any surplus of interest was payable into the Colonial 
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Exchequer. The notes were made legal tender for sums of £2 
and over. One object of this Ordinance was to make the issue of 
paper money a monopoly of the State. Consequently the right 
of note issue was denied to private institution**. 

The Paper Currency Ordinance encountered hostility from the 
outset. It occasioned the first strenuous political debate in New 
Zealand. The Attorney-General and the non-official members of 
the Legislative Council hotly contested the passage of the measure 
when proposed on August I7th, 1847, by Governor Grey. The 
addresses of the Attorney-General and Mr. Brown were of a high 
order, and indicated a statesmanlike grasp of the principles 
involved. They both contended for a note issue less rigid and 
more responsive to the needs ol commerce than was provided 
by the Currency Bill. Both emphasised the danger of Govern- 
ment control, and emphasised the menace by reference to the 
abuse ot Government debentures. Both enlarged upon the dis- 
couragement to private banks which would result from the State’s 
monopoly of the right of issue. Another Councillor, Mr. Merri- 
man, in his speech stated that that very morning he had seen a 
Government debenture being hawked about. He contrasted this 
irredeemability of Government paper with the redemption of the 
New Zealand Banking Company of its notes in the time of its 
liquidation. This drew from Governor Grey the retort that the 
Company had been able to redeem its notes only by the assistance 
of Government debentures. The Governor’s answer to the criti- 
cism of his Bill consisted in stressing the perils which the recent 
history of Great Britain had shown to reside in grants to private 
companies of the right of note issue. It was clear from the debate 
that the Ordinance recommended itself to its promoters as a legis- 
lative experiment in a new country on the lines of a certain 
economic theory rather than as a measure urgently called for by 
the needs of the Colony. The latter, however, were real, and 
must not be overlooked. • 

Although the Ordinance was passed October 16th, 1847, 
the Bank did not open its doors until June 3rd, 1850. The 
Ordinance required the publication of weekly returns in the 
Government Gazette disclosing the amount of notes in circulation, 
the coin held in cash, and the coin invested. Until May, 1856, 
the returns of the two offices were separately published. From 
that time until the winding up of the Bank shortly afterwards 
only the amalgamated returns were furnished. These returns 
afford material for a few conclusions significant of the monetary 
conditions of the time. 
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During the greater part of its existence the Bank issued a 
greater value of notes of a denomination of £5 and upwards than 
of notes of a smaller denomination. This clearly indicated' the 
service of the Bank in providing an easy means of transmitting 
large payments from place to place. In the last return, May 17tli, 
1856, the circulation of the two branches was £54,085, of which 
£26,805 were in notes of £5 and upwards and £27,280 in notes of 
under £5. With the more extended use of the currency furnished 
by the Bank the number of notes of smaller denomination natur- 
ally increased. 

The Bank seems to have had some difficulty for a while in 
inspiring confidence. This was especially noticeable! in Auckland, 
where the amount in the chest alternated somewhat from month 
to month, but showed substantially no increase during 1850 and 
1851. Indeed, the amount of notes in circulation dropped in 
November, 1851, to £887, but they increased again in December 
to £3,967. The advance in Wellington was steady, but slow at 
first. In December, 1850, notes were in circulation to the amount 
of £4,101. A year later the amount was £7,431, to be dojjbled 
during the succeeding year. In February, 1856, the amount 
stood at £40,007. Auckland’s last annual return, December, 1855, 
showed £12,944 in circulation. 

The cost of management was not heavy. Auckland’s return of 
December, 1850, was as follows : — 

£ s. d . 

Manager’s salary, June to December ... 115 7 8 

Safe, stationery, &c. ... ... ... ... 32 7 11 

Half cost of manufacture of notes 53 18 6 

Total £201 14 1 

To defray these expenses there was no income. In 1850 the 
Auckland branch had to borrow £300 from the Commissariat 
Department to meet current expenses. Wellington’s expenditure 
for that year, 1850, was approximately the same. But the office 
at the latter place manifested a capacity to extend its business 
from the start. It was not long before a considerable sum was 
invested in the public funds of Great Britain as required by the 
Ordinance. In February, 1851, the Wellington branch was 
enabled to hand to the Lords Commissioners of Her Majesty’s 
Treasury £2,000 for this purpose. By 1856 the sum of £25,000 
was invested. Auckland’s investments were on a much smaller 
scale. At the end of the year 1855 it had £6,000 invested, and 
during this year its income for the first time exceeded its expendi- 
ture. The investments of both branches of the Bank were made 
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in British 3 per cent. Consols, and just shortly before the closing 
of the Bank the total sum of £31,000 had been invested in the 
purchase of £33,066 Vs. 11 d. of 3 per cent. Onsols. The Bank 
was now self-supporting, and on the point of yielding revenue to 
the State after providing for past deficiencies. By this time, how- 
ever, it was in general disfavour ; indeed, no sooner was represen- 
tative government established in New Zealand in 1852 than an 
agitation for its abolition arose. Early in the first session of 
Parliament the matter was brought up for discussion. On May 
2nd, 1856, Mr. James Macandrew urged in the House of Repre- 
sentatives that the right of note issue be granted to piivate banks. 
The burden of the complaint against the Bank of Issue was that 
the surplus funds were invested in British securities at 3 per cent, 
while the Colonial Government was borrowing at 8 per cent, and 
the Provincial Governments at 10 per cent. Indeed, later on in 
the same session of Parliament an Act was passed authorising the 
Government to borrow £100, b00 on debentures at any rate of 
interest up to 10 per cent. As Mr. Cargill pointed out in tracing 
the history of the Bank, Governor Grey originally designed to 
place the surplus funds in the hands of the Colonial Government 
for investment. This the British Secretary of State would not 
approve. It was not to be expected that colonists would look 
with equanimity on the withdrawal of many thousands of pounds 
from their own country to be invested in London at a low rate of 
interest while they were borrowing money from London at a rate 
100 per cent, to 200 per cent, higher. 

Ultimately a Parliamentary Committee inquired into the work- 
ing of the Bank of Issue. The following are the main portions 
of its report furnished June 28th, 1854 : — After reciting the refer- 
ence “as to whether it be desirable to maintain the present Bank 
of Issue or to make any and what alterations therein or to substi- 
tute any and what Government Bank in lieu thereof,” the Report 
states that the “Bank was an experiment, and the principal 
objects he (Lord Grey) proposed to accomplish by it were the 
economising of capital and the uniting the convenience of a paper 
currency with the steadiness and uniformity of value which 
belongs to a metallic currency.” These objects, it states, were 
not attained. “The only kind of capital it was designed to 
economise was the metallic coinage, and by monopolising the right 
of note issue it prevented the use of other forms of wealth as a 
basis for a paper currency. Hence the unsoundness of the 
measure in its limitation of the circulating medium or currencv 
instead of allowing that expansion of the latter which the extent 
No. 102. — VOL. XXVI. T 
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of commercial operations from time to time requires, and which a 
paper currency, based upon property in the Colony, not upon 
coinage, gold, or silver, would always be calculated to afford under 
judicious management.” 

The last monthly returns fqr June, 1854, are embodied in the 
Report, and were : — 


Notes issued : — 

£ 

Wellington 32,842 

Auckland 7,481 


Total £40,323 


£ 

Coin Invested : — Wellington ... ... ... 15,000 

Auckland 1,000 

Coin in Chest : — Wellington ’ ... 12,842 

Auckland 0,481 


Total £35,323 


The British funds in which the money had been invested had 
fallen 15 per cent., causing a diminution of capital of about 
£24,000. This interfered with that steadiness of value which coin 
generally possesses. 

On July 29th, 1856, an Act w r as passed providing for the 
winding-up of the Colonial Bank of Issue and for the immediate 
redemption of the Bank’s notes. 

The study of the history of the Colonial Bank of Issue leads 
to the following conclusions : — 

1. At the time of its establishment there was urgent need of 
a paper money of general acceptability. There w r as only one 
private bank capable of supplying that need, namely, the Union 
Bank. That bank, how 7 ever, in pursuance of its policy of contrac- 
tion, adopted after the Australian crisis in the early ’forties, not 
only refused to meet the expanding requirements of the Colony, 
but practically withdrew banking facilities unconnected with inter- 
colonial exchange. As a consequence, State enterprise seemed 
at the time to hold out the only hope of removing the serious 
impediment of commerce occasioned by a stringent and slowly 
circulating currency. Practically the experiment was not so much 
an encroachment- on private enterprise as an assumption of a 
function which private enterprise refused efficiently to discharge. 

2. The failure of the State Bank to become estab- 
lished as a permanent institution was inevitable on two 
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grounds. In the first place it was scarcely conceivable 
that the people of New Zealand, pressed for money 
for the purposes of development, would allow the State 
Bank to invest the iunds in England at 3 per cent, while the 
Colony was borrowing at 10 per. cent. Had the British Govern- 
ment sanctioned the investment of the Bank’s funds in New 
Zealand debentures as was urged by Governor Grey, the most 
popular objection to the Bank would have been removed. New 
Zealand investments, however, would not have provided th^t safe 
and liquid security which w^as essential to ensure the ready con- 
vertibility of the notes. In the second place the arrogation to the 
State of the 'monopoly of the note issue was a discouragement to 
the establishment of private banks in the Colony. The settlers 
needed a paper currency, but they wanted equally the facilities 
which banks of deposit and discount afford. The functions of 
such banks the State did not exercise, and private banks were 
loath to do so without the privilege of note issue. Subsequent 
history shows that banks in New Zealand have been looked upon 
rather as lending institutions than as institutions for the supply 
of a sound currency. At least the general public have been in 
the habit of stressing the former function. Whilst the establish- 
ment of the Colonial Bank of Issue was primarily the outcome of 
an economic theory which the Governor and the Colonial Secre- 
tary of State desired to experiment with, it was also more or less 
a natural expression of the circumstances of the time, and the 
Bank passed aw^ay when the circumstances changed and sufficient 
inducement was offered to private enterprise. 

The closing of the Colonial Bank of Issue closes a chapter in 
the history of Colonial banking. It was the last experiment of 
the State for nearly fifty years in the sphere of banking. Indeed, 
at no time since has there been any attempt on the part of 
Governments to provide a medium of exchange. The student 
comes across no more debentures circulating as money, no more 
convertible or inconvertible State notes, and no more drafts of 
Government officials on the Public Treasury being tendered in 
payment of wages and debts. 

Indeed, there was to be no further incursion by the Govern- 
ment into the sphere of banking for nearly fifty years. During 
this long period the State withdrawn from the field of participa- 
tion in banking business, and is satisfied with the exercise of 
such control of banking operations as seems needful to secure the 
solvency of banking institutions. It recognises banking as the 
legitimate province of private enterprise, and is only concerned 

t 2 
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to ensure adequate safeguards for the protection of the public. 
The activities of reformers who proclaim the gospel of a State 
Bank are, of course, never suspended, but the investigator would 
search in vain for any authoritative pronouncement approving 
State banking like that contained in the despatch of Lord Grey 
to Governor Grey. At any rate, until 1894, when Parliament 
came to the salvation of the Bank of New Zealand, there is only 
that kind of State interference which the most conservative of 
economists agree is essential in the public interest. 

H. D. Bedford. 

Women Traders in Medieval London. 

At the present time when women, in response to their 
country’s call, are entering trades usually carried on by men, it is 
encouraging to look back into the past and see how large a part 
they played in the business life of England’s greatest city, in an 
age which, like our own, though for quite a different reason, was 
a period of crisis. The fourteenth and fifteenth centuries wit- 
nessed an extraordinary expansion of English industry and 
commerce, which made unprecedented demands upon the nation’s 
resources, and necessitated an increase in the number of workers ; 
and in London, the great centre of activity, it seems to have been 
taken for granted that women should do their share. No trade 
was closed to them by law, and evidence exists in the civic records 
of their employment in occupations of many kinds. Legally they 
were in a better position than men, after 1363, in one respect at 
least, for an Act passed in that year ordered men to keep to one 
trade, while women were left free to follow as many as they chose. 

Some of their occupations were very trivial and insignificant ; 
one was a flaoner, 1 a maker of flauns, a light cake, not unlike a 
pancake; another was a herb-wife, 2 and others sellers of old 
clothes. 8 On the other hand, they were also engaged in some of 
the most important and remunerative trades ; they were mercers, 4 
drapers, 6 grocers, 6 and merchants, 7 and sometimes bad the honour 
of serving the King. Henry III. paid Mariot, wife of Eobert de 
Perars, over £75 for palfreys, horses, harness, and other neces- 

1 Sharpe, R. R., Calendar of Wills (hereafter quoted as Wills), I, 105. 

3 Sharpe, R. R., Calendar of Letter-Books of the City of London (quoted 
by letter only), K, 293. 

3 E , 157, 168, 161. 

4 Wills, I, 462, 489 , 628; Selby, W. D., Charters ... of the Mercers' 
Company, 72-73. 

5 Journals, XI., f. 209 b and seq. 

6 Heath, J. B., Grocers, 424. 

7 Riley, H. T., Memorials of London, 75; Early Chanc. Proceed., 137/33, 
127/66; Sharpe, R. R., MS. Cal. Plea and Mein. Rolls, A. 12, Roll 3, A. 5, 
Roll 23d, A. 10, Roll 14. 
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saries, 1 and he bought lime, hurdles, and poles for his palace at 
Westminster from women. 2 In 1301 Dyonisia, la Eowere, pro- 
vided! wheels for the King’s use in Scotland, 3 and silkwomen 
worked for Edward IV. and Henry VII. 4 Many women, how- 
ever, were engaged in more homely work, and were thredwomen, 6 
embroiderers, 6 sempstresses or needlewomen, 7 laundresses, 8 and 
midwives. 9 A large number were domestic servants ; their 
remuneration was apparently not on a veiy generous scale, and 
sometimes of a curious description. John Nyman and Edith, his 
wife, claimed only £4 16s. wages for Edith for nine years, during 
which she was continually with Walter Rawljs/ 0 and Robert de 
Eye recovered a bed for the service of his wife in the capacity of 
nurse for four years. 11 As a set-off to this we find that masters 
and mistresses frequently left legacies to their servants, which 
were sometimes of considerable value ; thus one had land and 
houses, 12 another a hall and two shops, 13 another an annuity of 
ninepence a week, 14 and another twenty marks and the next 
vacancy in the testator’s almshouse. 16 

In the course of the fifteenth century, Miss Clay tells us in 
her interesting book on Medieval Hospitals, the work of women 
amongst the sick developed. In some institutions there were 
distinct grades of nursing women. The poet Gower mentions in 
his will trie staffs of four London hospitals; he leaves money 44 to 
every sister professed,” and to each of them who is a nurse of the 
sick, at St. Thomas’, Southwark. 10 In some hospitals the offices 
were honorary, but the officials were supplied with food and 
clothing. 17 


I Devon, Issues of the Exchequer, 33. 

- Ibid., 48, 49, 52. 

n c, 97. 

‘ Wardrobe Accounts of Edward IV., ed. Sir N. II. Nicolas, 125; Camp- 
bell, W., Materials for a History of the Beign of Henry VI I., II, 12, 13, 15. 

'* B , 182; 11, 186; Wills, I, 627; Plea and Mun. Bolls, A+ 10, Roll 14. 

Ibid., Roll 15, and A. 14, Roll 5 d. 

7 Churchwardens 1 Accounts, St. Andrew Hubbard, British Mag., XXXI, 
403; ibid., St. Michael’s, Cornhill, ed. W. II. Overall, 13; Campbell, op. c it., 
II, 493; Nicholas, S r N. H., op. cit., 118. 

8 Brit. Mag., XXXI, 536, XXXI 1, 37, 145, 146, 156; Overall, op. cit., 
40, 60; E. 270; Issue Boll of Thomas de Branftnyham, 40. 

9 Hale, W. II., Precedents and Proceedings of the Eccler. Courts, London , 
34; Wills, II, 218. 

10 Early Chanc. Proceed., 151/116. 

II pleas and Mem., A. 10, Roll 9 d. 

12 Wills, I, 292. 13 Ibid., 363. 

14 Ibid., 345. 14 Ibid., II, 548. 

ls Clay, M. R., Medmval Hospitals of England, 154. 

17 Ibid., 152. 
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Women were also to be found in some employments which 
we might perhaps have expected them to have left to men^; we 
read of women barbers, 1 apothecaries, 2 armourers, 8 shipwrights, 4 
tailors, 5 spurriers, 6 and even female water-bearers. 7 They were 
amongst the barber-surgeons, 8 who practised surgery side by side 
with the surgeons proper, and who afterwards joined with them 
and formed the Royal College of Surgeons. Two girls were 
apprenticed to a public notary, 9 and it would have been very 
extraordinary if they had followed this calling, but one of them 
died young, and the other married, so one could not, and the 
other may not have attained to it. 

One woman was apparently an artist, 10 as in her will she left 
her apprentice the third best part of copies and instruments apper- 
taining to the making of pictures, and one of her beet chests to 
hold them. 

The trade w r hich attracted the largest number of women was 
“silkwerk,” and it was almost entirely carried on by them. They 
made fringe, ta-ssels, ribbon, laces, girdles, and other small articles 
of silk. They were very jealous of foreign competition, and seem 
to have been well able to look after their own interests. In 1368 
certain “silkwymen” delivered a bill to the Mayor and Aldermen 
complaining that Nicholas Sarduche, a Lombard, had been buying 
all the silk he could find, and raising the price of it ; not content 
with this, they petitioned the Crown, with the result that a writ 
was issued ordering the civic authorities to do them justice, con- 
sequently an inquiry was made, and Sarduche was found guilty. 11 
In 1455 they again {Hititioned the Crown, declaring that more than 
a thousand women were employed in the craft, and begging that 
the importation from abroad of the goods they made might be 
prohibited, and an Act was passed in accordance with their 
wishes. 12 

Beer and ale were very favourite beverages in the Middle Ages, 
and from quite early times women brewed and sold them. It 
used to be thought that this business was “almost wholly in the 

1 C, 125; E, 205. a Wills, I, 569; IT, 40, 248. 

3 Cal. Pat. Bolls, 1453, m. 12. 

4 Sharpe, R. R., Shipwrights , 6. 

5 //, 341; Herbert, Livery Companies, II, 413. 
c Sharpe, R. R., Cal. of Letters, 100. 

7 Lond. and Middlesex Archaol. Soc. Trans., IV, 56-8. 

6 Young, 8 ., Annals of the Barber-Surgeons of London, 38, 260; Power, 
D’Arcy, Memorials of the Craft of Surgery , 18, 19; II, 352 

9 /, 238, 141. 

10 Wills, I, 576. 

11 Pleas and Mem., A. 14, Roll 3, 3d, 4. 

12 Hot. Pari., V, 325; Statute 33, Henry VI., c. 5. 
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hands of females, 1,1 but Dr. Sharpe has noted that in a list of 
three hundred brewers, given in Letter-Book I, in the year 1420, 
less than twenty were females, 2 and in 1356, when thirty brewers 
were appointed to serve the King with ale, only one was a woman. 3 
So it is clear that the brewers • outnumbered the brewsters in 
London ; nevertheless, the frequent allusions to them in the City 
records 4 show that there were large numbers of them. Many 
women also kept ale-houses and inns. 5 

Bakeresses were numerous in Medieval London ; m tny were 
merely regratresses who bought bread from other bakers, and sold 
it again, carrying it round from house to house. From the 
custom of giving them thirteen loaves for twelve the expression 
baker’s dozen arose. 6 Some bakeresses, however, were in a better 
}>osition and had carts, and some had bake-houses of their own. 7 

Poultry-selling was another trade practised by women 8 from 
early days. Poulterers who lived outside the City often brought 
their goods into the market on horseback, and if they did not touch 
the ground their owmers were not obliged to pay stallage. 9 

A good many women were engaged in selling fish, for which 
there was a great demand, particularly on fast-days. As in the 
case of bakeresses, some of them were poor women who went 
about crying their wares in the streets ; the;,e birlestcrs, as they 
were called, were not allowed to stand in any set place, 10 but 
others sold in the market or in shops. 11 

In nearly all trades few r er women than men seem to have been 
engaged ; in 1283 ten candlemakers had selds in Chepe and only 
one w r as a woman, 12 and in an enumeration of the trade marks of 
coopers (12 Edward IV. — 18 Henry VIT.) tw T enty-nine belonged 
to men and tw T o to women. 13 Nevertheless, there must have been 
a considerable number of women employed in trade, taking them 
altogether ; the Statutes of the Realm regulating the conditions 
of labour mention women as well as men, 14 civic ordinances deal 

1 Liber Albus, Introd., lx. 2 /, Introd., xlii. • 3 G, 76. 

4 Riley, op. nt., 264; Pleat s and Mem., A. 10, Roll 10, .1. 16, Rolls 4, 5, 
5 d, 6, 6 d, A. 17, Roll 1; Liber Alb us, 355; Cal. Pat. Rolls , 1482, m. 25; Early 
Chanc. Proceed., 66/257; Letter-Look, (', 47, I), 201, E , 8, 71, 77, F, 114, 
178, //, 215, 293. 

Accounts of St. Margaret , Southwark, lint. Mag., XXXI I, 488, 489, 
496; Gregory, W., I list. Collection of a London Citizen, 194. 

8 Lib. Alb., 266; II, 107 and note. 

7 D, 242, //, 63; Grafton, R., Chronicle, IT, 231 ; Pleas and Mem., A. 20, 
Roll 3 d; Early Chanc. Proceed., 64/105. 

8 A, 13, F, 208; Wills. I, 564: Pleas and Mem., A. 10, Roil 8. 

8 Lib. Alb.. Bk. Ill, Pt. IV, 465. 1() Cal. Close Rolls . 1364, m. 12d. 

11 E, 180; Wills, I, 150-1, 317; II, 93. 12 Riley, op. at., 22. 

18 L, 1. 

14 12 Hie. II. , c. 5; 7 Henry IV., c. 17. 
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with girl apprentices and women traders, 1 and corroborative 
evidence can be adduced from other sources. London citizens 
sometimes left directions in their wills that their daughters should 
be taught trades, or money for this* purpose, 2 and as the orphans 
of freemen were under the cafe of the Mayor, records of their 
apprenticeship appear in the Letter- Books. 3 

It must not be thought that the trade carried on by women 
was necessarily on a small scale ; some of them did a large business. 
Armour and other goods to the value of £200 were stolen from 
the house of Alice, wife of Thomas de Cantebrugge, so she must 
have had a good stock. 4 A piece of embroidered cloth, sold by 
Aleyse Darcy and Thomasin Guydichon to the Earl of Lincoln 
was worth three hundred marks, and another piece which Aleyse 
was preparing was estimated at the same price. 6 George 
Bulstrode, draper, of London, who had acted for Elizabeth 
Kirkeby, in Seville, for a year, made a claim of £4,000 for diverse 
merchandise and wares sent to her from there, and even allowing 
for some exaggeration on his part the sum is large. 6 

Some women traded as “sole merchants,” 7 and this they 
could do even if they were married, provided that their husbands 
did not intermeddle in any way with their trade. In such a case 
a woman could hire a shop, and she alone was answ T erable for the 
rent, and could be charged as a “femme sole” for it and anything 
concerning her craft. Should the plaintiff implead husband and 
wife together, the wife w r as at liberty to plead as a “femme sole,” 
and to have all the advantages in pleading as such ; and she could 
“make h§r law ” by swearing her innocence with the assistance of 
compurgators or oath-helpers, who might be men or women 
according to her will. If she w r ere condemned to make payment, 
she was committed to prison till she had made a composition with 
her creditor ; the husband in the meanwdiile being left, both in 
person and property, wholly untouched. 8 This custom at first 
only applied 4 to the wives of freemen, but early in the sixteenth 
century it was extended to the wives of non-freemen. 9 In 
Letter- Books, A and B, a number of recognizances to pay sums 
of money are entered, and more than fifty of them are made by 
women, and some seem to be for debts incurred in trade, but it is 

1 H, 391; Journals, XI, 259 b; Riley, op. cit. y 590. 

2 Wills, I, 445, 473, 498; II, 158; H, 3. 

3 E, 200; F, 142; G, 105, 165; H, 5 and 424, 169, 186, 341, 358, 405; K, 208. 

4 Ub . Alb., J3k. Ill, Pt. Ill, 437. 

1 Riley, op. cit ., 52. 

c . Early Chanc. Proceed., 116/34. 

7 Journals, VI, 182/>, 184. 

s Lib. Alb., 204-5. 


Journals , XI, 367. 
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impossible to say exactly how many, as the nature of the debt 
is not always stated. 

if a married woman did not trade as a sole merchant she could 
plead coverture, and then her husband was responsible for her 
debts and misdeeds. Thus in 1377. a man named John de Pekham 
was imprisoned for a debt which it was alleged his wife had con- 
tracted before her marriage. 1 In 13*27 eight bakers and two 
bakeresses were found guilty of stealing dough ; the men w^re 
put in the pillory, but the women said they had husbands (which 
the neighbours attested), and that the deed was not theirs, so they 
were sent back to Newgate until it should be otherwise ordained. 2 
On another occasion a bakeress was found with bread deficient 
in weight, and it was adjudged forfeited because her husband did 
not come and claim it. 8 

If a married woman took an apprentice, whether she were a 
sole merchant or not, the custom of London required that the 
apprentice should be bound to her husband as well as to her, even 
if he were practising a different craft, and knew nothing what- 
ever about hers. 4 The Liber Albus which sets forth this custom 
speaks only of female apprentices, but unquestionably women 
sometimes had male apprentices/’ It is to be feared that they did 
not always treat them very well ; in an entiy on the Plea and 
Memoranda Rolls we find that Thomas Bunny complained to the 
Mayor and Aldermen that Johanna Hunte, to whom he had been 
turned over for the rest of his term by Thomas Bose, “sheder,” 
had made him carry water in “tyncs,” whereby he had been 
injured, and she had dismissed him from her service, but when he 
recovered she wanted him back again. His talc was apparently 
true, as the Court discharged him from serving her further. 0 An 
undertaking given by the sureties for Agnes, wife of John 
Cotiller, that she w r ould not beat her girl apprentice with a stick 
or a knife is unpleasantly suggestive. 7 No doubt apprentices 
were sometimes very tiresome, and difficult to manage; in 1376 
John Shadewall, apprentice to Margaret Shade well, was com- 
mitted to prison for bad behaviour towards her, 8 and in 1445 an 
apprentice was flogged in the hall of the Goldsmiths’ Gild for 
trying to strangle his mistress. 9 It was fortunate that both 

1 412-414; Riley, op. tit. 2 /bid., 162-5. 

3 Ibid., 121. 

4 Bateson, M., Borough Customs, 1, 229-30; K, 291. 

6 1), 102, 109, 114, 149, 175, 191; Sharpe, Cal. of Letters, 125; Early Chcmc. 
Proceed., 107/27. 

6 Plea and Mem. Bolls, A, 11, 2 d. 

7 Ibid., A, 9, 4. 8 Ibid., A, 21, 6 d. 

9 Prideaux, Sir W. S., Goldsmiths ’ Company , 22. 
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parties could appeal to the Gild officials, or to the Mayor and 
Aldermen, and obtain redress of their grievances. The fraternity 
of St. Mary in the church of All Hallows, London Wall, gave 
legal or charitable assistance to any member whose son or 
daughter had been unjustly treated by the person to whom he or 
she was apprenticed . 1 There was one abuse which occasionally 
escaped the vigilance of the authorities, or was permitted by 
them : the employment of children of tender age. One little 
orphan girl was apprenticed when she was eleven , 2 and another 
when she was only seven or eight . 3 

Frequently husbands and wives worked together, the wife 
acting for her husband in his absence, and helping him when he 
w*as at home. They sometimes had apprentices who served them 
both , 4 and were jointly responsible for debts . 6 The business 
capacity of women was fully recognised, for it was the rule that if 
a debt were made by the hand of the wife, the husband should 
have her aid if a suit were brought against him, and should have 
respite till the next court to take counsel with her . 6 A few Gilds 
— the Girdlers , 7 Braelers , 8 and Pynners , 9 passed restrictive ordin- 
ances against women, and prohibited their employment, but they 
all made exceptions in favour of wives and daughters, and the 
Leathersellers allowed them to work for their husbands and 
fathers even if they had not been bound apprentice to the trade . 10 
Consequently, when a man died his wife was often quite capable 
of continuing his business, and as by the custom of London the 
widow of a freeman became free on his death , 11 this frequently 
happened. In the wills enrolled in the Court of Husting there 
are numerous bequests to their widows of the services of their 

1 Unwin, G., Gilds of London , 121 

2 G, 105. 

3 Petronilla, daughter of John Oxwyk. was apprenticed in 1595-4, and in 
1401 was only fifteen. //, 405 , 406. 

I Sharpe, Cal. of Letters 11-12,. 101; Plea and Mem. Bolls , A, 21, 8; Early 
Chanc. Proceed 124/54; 71, 155. 

■ 6 Some thirty joint obligations given by husbands and wives are entered in 
Letter-Books A and B, but very few of them can be proved to be trade trans- 
actions, though it is likely that some were, as in the case of Richard de St. 
Botulf, taverner, and Mabel, his wife, who acknowledge a debt of £4 15*. 4 d 
for wine. A, 85. 

6 Lib. Alb., 206. 7 Riley, op. cit., 217. 

8 Ibid., 278. 9 (l, 64. 

10 Riley, op. cit., 547. The Wyremongers forbade anyone to set any person 
to work unless he had agreed with the wardens of the craft “except only the 
wiffe son doughter or covenaunt servaunte that hath been apprentice in the 
same craft.” L, 186. 

II “Recorded as an ancient custom : that every Woman married to a Freeman 
of the City, is after the death of her Husband a Freewoman as long as she 
continues his Widow and resides within the City.” Journals , VII, /. 89. 
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apprentices and the implements of their trades by craftsmen— 
apothecaries, 1 a baker, 511 a burler, 3 a carpenter, 4 a cook, 5 a currier , c 
drapers, 7 a dyer, 8 fishmongers, 9 a fuster, lp a girdler, 11 gold- 
smiths, 12 jomers, 13 mercers, 14 a pepperer, 16 a skinner, 16 a tanner, 17 
a tyler, 18 weavers, 10 and others whose trades are not specified. 20 A 
few testators added the proviso that their apprentices should only 
serve their widows as long as they refrained from remarriage, 21 
and three tanners left their places and tables in the Tannerseld 
to their wives on the condition that they should remain single or 
marry tanners. 22 Such stipulations seem rather odd to us, but 
they were not unnatural in the Middle Ages, w'hen second 
marriages were extremely common, and when each trade was in 
the hands of a gild whose members would not tolerate the in- 
trusion of a stranger. The ordinances of the Grocers 28 and the 
Goldsmiths 24 reflect the same spint. There are one or two 
instances of daughters benefiting in a similar fashion under their 
fathers 1 wills ; thus one received the lease of a brewhouse for 
eight years, and at the end of the term five quarters of malt to set 
herself up in business, 25 and another had implements and the 
services of the dead man’s apprentices. 26 Bequests of this kind 
probably account in a large measure for the presence of women 
in somewhat masculine employments, and for their male appren- 
tices ; the earliest of them occurs in a will enrolled in 1259, the 
latest in one dated 1413, but the majority of them were made in 
the last three-quarters of the fourteenth century. 

1 Wtlh, II, 299, and other instances already quoted. 

2 Roger Pistor (or the Baker), implements belonging to his business, Ibid., 

I, 4. 

s Ibid., I, 693. 4 Ibid., T, 467. 

8 Ibid., II, 134. « Ibid., I, 468. 

7 Ibid., T, 442; II, 39. * Ibid., 1, 339. 

9 Ibid., I, 317, 402, 583, his stock of fish and shops in “Oldfishstret,” II, 
93; stock fishmongers, TI, 79, (utensils I, 588). 

10 Maker oi saddle-trees, Ibid., I, 484. 

11 To wife and son, Ibid., I, 431. 

12 Ibid., 1, 464, II, 88. 

13 Makers of the wood -work of saddles, Ibid., \, 525. 58v3 

14 Ibid., I, 462, 489, 628; II, 94. 

16 Ibid., I, 459. 16 Ibid., I, 475. 

17 Ibid., I, 163. 1S Ibid., I, 683. 

19 Ibid., 475, 571. 

20 Utensils and shop, Ibid., 179; implements, I, 186-7 ; I, 341, 358, 491, 503. 

21 Ibid., If, 315. 

22 Ibid., 1, 421, 422, 446; II, 135. 

23 “And if the said widow marries anyone that is not of the Fraternity, she 
shall not . . . have any assistance given her, as long as she remains so married.” 
Heath, J B., Home Account of the Worshipful Company of Grocers, 53. 

24 Prideaux, op. cit ., 15. 

25 \Ydl : , T, 145-6. 


26 Ibid., I, 439. 
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Women, Dr. Sharpe tells us, were admissible into every trade 
or craft gild, 1 but their position was not equally good jn all. 
Most gilds showed as much solicitude for the spiritual welfare of 
sisters as of brothers 2 — they provided masses for their souls, and 
tapers for their burial, and bone the cost of their funerals if they 
died in great poverty. Some gilds also gave help to women 
members who fell into want through no fault of their own ; in 
1414 the Merchant Taylors built almshouses for “their poor 
brethren and sisters,” and in 1432 rents were devised for their 
relief and sustentation, 3 and the Whittawyers granted a pension 
to widows of members. 4 * Women were often present at gild 
feasts, sometimes in their own right, sometimes as their husbands* 
companions, and in the latter case the fees for them were paid 
by the husbands. Widows of Grocers could, attend the dinners, 
but were called upon to pay double if they were able. 6 There was 
a ladies’ chamber attached to the Drapers’ Hall, where the sisters 
sometimes had separate dinners, but they were also sometimes 
present at the feasts in the Common Hall. 6 The rules regarding 
their admission to the livery of the companies varied : there were 
thirty-nine women on the livery of the Brewers, in the fifth year 
of the reign of Henry V., 7 but in 1383, out of a hundred and 
twenty-eight persons on the livery of the Grocers, only one was 
a woman, 8 and according to the Deport of the Livery Companies’ 
Commission of 1884 no woman had ever been admitted to the 
livery of the Armourers and Brasiers. 9 On the other hand, they 
sometimes had the advantage of paying less quarterage than men. 10 
They held a very good position in the Carpenters’ Company, they 
not only received spiritual and pecuniary benefits, and had 
“clothyng,” but also, with the brethren, met four times a year 
to ordain things needful and profitable for the brotherhood. 11 In 
the Shearmen’s Ordinances, dated 1452, the brothers and sisters 
were directed to go to dinner together on the morrow of the 

1 Lettei -Boole L , Introd., xxx. 

2 Armourers, in Cal. Pat. Polls, 1453, m. 12; bakers, L, fol. 122; Williams, 
W. M., Founders' Co., 14; brewers, Chanc. Misc., Gild Certificate, 471, quoting 
charter of Edward ITI ; Whittawyers, Ibid. , 211; Saddlers, L , fol., 280; 
Carpenters, L , fol. 2296 ; and many others could be cited. 

8 Clode, C. M., Memorials of the . . . Merchant Taylors , 47. 

4 Riley, op. cit., 232. & L, xxxi, note. 

8 Herbert, W., Twelve Great Livery Companies, 466. 

7 Ibid., I, 62. 

8 Facsimile of the first volume of MS. of . . . Grocers , ed. Kingdon, J. A., 

58. 

9 Pep. of Livery Companies Comm., 1884, Pt. Ill, 17. 

10 Blacksmiths, Loud, and Midd. Soc. Trans . IV, 33; Clode, op. cit., 617. 

u Certificates of Gilds , Chanc. Misc., 465. 
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Sunday after the Assumption every year, and there to “make their 
eleccion of three wardeyns,” and within fourteen days they were 
to be* called together again and to make election of twelve 
persons “to assiste, Leepe, and councell” the wardens. 1 The 
Ordinances of the Blacksmiths .were subscribed by sixty-five 
brethren and the wives of two of them. 2 3 Occasionally special 
honour was paid to the wives of the Masters of the Company ; in 
some gilds it was customary for the old wardens who were going 
out of office to set garlands on the heads of their successor 0 ; on 
the day of election the Merchant Taylors crowned -both the in- 
coming Master and his wife with roses. 8 The ceremony may, 
perhaps, be thought a trifling act of courtesy, hardly worthy of 
mention, but it is interesting because it shows a respect for family 
ties, and a feeling for the unity of husband and wife. In 1372 
the ordinances of the Dyers of Leather were brought before the 
Court of Aldermen for ratification, and three men and their re- 
spective wives were sworn to oversee the premises and defaults, 
and to present them to the Mayor, 4 but this choice of women 
overseers appears to have been an isolated incident. 

If we sum up f he evidence gathered from the various sources 
which have passed under our review, we are led to the conclusion 
that the women traders of Medieval London were }>ersons of 
strong character and undeniable business ability, and that they 
played a not inconsiderable and very useful part in the industrial 
life of the city. 5 * * 

A. Abram 

Current Topics. 

Professor Gide writes: — “The French Government have 
lately introduced increased taxation amounting to nearly 1,000 
million francs (£40,000,000). Coming after nearly two years of war, 
this decision will no doubt be thought in England very tardy and 
very insufficient. Nevertheless, the Government havewnot resolved 
upon it without some hesitation. They would have preferred to 
wait until the end of the war and the liberation of French terri- 
tory. The revenue from already existing taxes has considerably 

1 Lond. and Midd . Arch. Soc. Trans. , IV, 38, 39. 

2 Ibid., IV, 7-8. 

3 Clode, op. cit,., 518; they also seem to have given a livery of cloth to 
the Master’s wife; Ibid., 519. 

4 Riley, op. cit ., 365. 

6 I should like to take this opportunity of acknowledging my indebtedness 

to Dr. R. R. Sharpe’s published and unpublished work, and of thanking the 

Corporation for kindly allowing me access to the civic records preserved at the 

Guildhall. 
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diminished as a result of the occupation of the richest districts of 
France, and of the mobilisation of numbers of heads of families ; 
and it was open to question whether this was an opportune 
moment to impose new taxes. The policy was eventually deter- 
mined rather for its moral than for its financial consequences. The 
new taxes are to be derived half from direct taxation (that is to 
say, taxes on income), and half from indirect taxation (alcohol, 
wines, tobacco). As regards direct taxation, the impdt fonder , 
which falls on land and houses, patentes , which fall on commer- 
cial enterprises, and the contribution mobilicre , which falls on 
practically all other income, are all doubled. The tax on transfer- 
able securities (on the income of stocks and bonds) , is raised from 
4 to 5 per cent, in the case of French securities, and from 5 to 6 
per cent, in the case of Foreign securities. Lastly, there is the 
new income-tax, which, in consequence of having been set up by 
a law of July 15th, 1914, that is to say, on the eve of the war, 
had never come into force. It is of the nature of a sur-tax, some- 
what similar to the English super-tax. It falls on all incomes 
without distinction in excess of 5,000 francs in general, 7,000 for 
the married, 8,000 for married people with one child, and so on. 
The rate fixed by the law was originally very low, not exceeding 
2 per cent., and that only on an income in excess of 25,000 francs 
(£1,000). But the Government’s new bill raises this to 5 per 
cent., which, for a time like the present, will appear moderate to 
English eyes, since an income of 100,000 francs (£4,000), will 
only pay 4,250 francs (£170) in the case of a bachelor, and 3,200 
francs (£128) in the case of a married man with three children. 
But it must not be forgotten that certain taxes on mortgages are 
high in France, and that the tax on transferable securities may 
reach 12 or 13 per cent, in the case of bearer securities. 

“It would be interesting to trace the history of the income-tax 
proper. It has been thrown out twenty times in the last fifty 
years by the stubborn opposition of the middle classes, who in 
France have an inveterate dislike of disclosing the figure of their 
income to the public, and more especially to the State. This door 
is forced at last, but, so fate chooses, at the most tragic hour of our 
history. Yet it may, after all, be a good moment for the new tax 
to be acclimatised. At a moment of hot patriotism the French 
middle-class may show more good will in the declaration of their 
incomes. We have an instance of this already ; for though the 
law has left the taxpayer a choice between a declaration by the 
taxpayer and assessment by the Treasury, and though there waB 
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reason to believe that the majority of taxpayers would prefer 
the second course, about half have made the declaration them- 
selves. But it is true, also, that there are numbers who have 
declared that their income for the year has not reached the 
minimum assessable figure, althoygh in declaring that, owing to 
the war, they are not liable, they engage themselves to pay the tax 
when the war is over, and conditions are normal again. While 
the Minister of Finance does not expect v yield of more than 
100,000,000 francs from these taxes, the number of those who 
have to pay it — that is of those whose income exceeds 5,000 francs, 
or 7,000 to 10,000 in the case of married men— is estimated to 
exceed 320,0(50, after deduction in respect of the occupied terri- 
tory. The figure will interest economists as an indication of the 
extremely equal division ol wealth in France. ” 


The barometer of prices which is kept at the Board of Trade, 
and may be read in the Labour Gazette , continues to show a 
fall in the power of money to purchase food. The latest returns 
show a rise of 55 per cent, in the price of food in the United King- 
dom between Juij, 1914, and May, 1916. This comparison is 
confirmed by the Index number instituted by Mr. Sauerbeck, and 
now continued by Sir George Paish. According to these statistics, 
published in the Journal of the Royal Statistical Society for 
March, 1916, the lise in the price of food from the beginning 
of the war up to December, 1915, was 49 per cent. An analysis 
of the items which make up this average result presents some 
striking contrasts. The price of vegetable food had risen by 
nearly 77 per cent. ; that of animal food by little more than 31 per 
cent. The rise is not confined to food. It appears that the other 
articles on which the Sauerbeck index number is based — namely, 
materials — and therefore presumably the things which are made 
out of those materials, rose in price by some 44 per cent, during 
the eighteen months preceding December, 1915. 


Buskin College is to be congratulated on the appointment of 
Mr. Sanderson Furniss as its Principal. His fitness for the post 
will be recognised by all who have read the judicial reviews which 
from time to time he has contributed to the Economic Journal. 
Rarely is sympathy with the feelings and aspirations of Labour 
combined with such power of economic reasoning. Mr. Furniss 
has been for many years a tutor at Ruskin College. * His prede- 
cessor as Principal was Dr. Gilbert Slater, now Professor of 
Indian Economics in Madras University. 
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When the war broke out it was decided to suspend the residen- 
tial work of Ruskin College, and the buildings, after being tem- 
porarily placed at the disposal of the Belgian Refugees 
Committee, were offered to the Government, and are now being 
used as a hostel for nurses. Teaching by correspondence is, how- 
ever, being carried on as usual, and the College will re-open for 
residential work at the earliest possible opportunity. In the mean- 
time arrangements are being made for the holding of a Conference 
of Trade Unionists and others under the auspices of the College 
in Oxford in July next, when papers will be read by well-known 
economists, and discussions opened by prominent representatives 
of Labour on questions relating to industrial organisation after 
the War. 


An Oxford correspondent writes : — At the first meeting of the 
Association of Barnett House, Oxford, a memorandum of policy 
was submitted to the Associates, the discussion being introduced 
by Prof. W. G. S. Adams. The memorandum of association 
indicates three principal, but closely related, objects which Barnett 
House is intended to serve : (1) The advancement of economic and 
social studies in Oxford and elsewhere ; (2) the advancement of 
University Settlements and other organisations for social work ; 
(3) the advancement of the work of the Tutorial Classes Com- 
mittee in Oxford, and generally of the higher education of the 
industrial classes. The other objects specified in the memoran- 
dum — the establishment of a specialised library, the provision of 
lectures and instruction and the publication of literature — 
may be regarded as contributory to the three main objects of the 
foundation. Two points were emphasised in regard to the first 
object : — The importance of (1) correlating the study of social- 
economic problems with other branches of economic and political 
study, and of viewing questions of economic organisation, not from 
a sectional, but from a national and also an imperial stand- 
point ; (2) of assisting the advancement of social and economic 
studies, not only among members of the University, but also 
among others outside the University. The House will serve as 
a centre for the work of the Oxford Committee on Social Train- 
ing ; but the Association is open to persons and institutions 
interested in social and economic study and organisation, not 
only in this country, but in other parts of the British 
Empire and in foreign countries. On the basis of such a wide and 
representative membership it is hoped that Barnett House may 
serve, not only as a laboratory of social and economic studies, but 
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as a clearing-house of information, and that it will play a consider- 
able part in that co-ordination of research and investigation which 
will Become an increasingly important factor in social and 
economic progress, The relationship, again, of the House to 
the work of the Tutorial Classes may be equally fruit- 
ful and significant. But it is not only in the urban, 
industrial and social movement that Barnett House will 
find a sphere of activity : it is strategically situated 
for the study of rural problems, being already cl 'sely 
associated with (he Oxford Institute for research in agri- 
cultural economics (under the direction of Mr. C. 8. Orwin), as 
also with Plunkett House, Dublin. For all these purposes the 
immediate need is to develop the resources of the library, to collect 
and publish information, and to promote research work : and for 
this the one thing needful is the support of a strong and constant 
body of Associates — not only within, but outside Oxford. Mr. 
Sidney Ball has been elected first President of the Association, 
with the Provost of Oriel and the Master of Balliol as Vice-Presi- 
dents, and Professor Adams as General Secretary. 
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RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society. 

January, 1916. The Right Hon. Jjord Welhy: An Appreciation. 
Str Algernon Wert. Human Capital and the Cost of War. 
II. Boag. On Birth-rates , Death-rates , and Occupations. 
T. A. W ELTON. 

March, 1916. The Register of Belgian Refugees . T. T. S. Dk 
Jartrzkrski. The refugee population is not a typical sample of 
the Belgian nation. Some provinces, and some occupations — 
especially agriculture — are under-represented. On the Statistical 
Enquiries needed after the War in Connection with Evgenies. 
Major Leonard Darwin. Several interesting inquiries as to 
the racial damage done by war are suggested. Dr. Greenwood, 
Mr. Snow, and Dr. Chalmers Mitchell, in the discussion of the 
Paper, made additional suggestions. Prices of Commodities in 
1915. The continuation (by Sir George Paish) of Sauerbeck's 
index-number. 


Contcm porary Review. 

April, 1916. The, Distribution of the Burden of War Charges. 
Prof . A. C. Ptgou. A hcquel to the article summarised in the 
March issue of the Economic Journal, and a forerunner of 
the book reviewed above. 

May, 1916. Commercial Supremacy after the War. Right Hon. 
Sir J. Compton-Rickett, M.P. 

The Nineteenth Century. 

May, 1916. War Finance. J. A. R. Marriott. In an interesting 
review of the fourth war Budget, among other lessons it is 
suggested that the Chancellor ought to have devised a scheme 
whereby some proportion of excess wages might be reserved 
by the State as a loan. The touch of imagination is wanting 
to the Budget. 


The Quarterly Review 

April, 1916. German Business Methods in France before the War. 
Raphael-Georger L£vy. Referring to Prof. Hauser (reviewed 
above) and other authorities, the writer describes and deprecates 
German methods of penetration. 
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Bengal Economic Journal (Calcutta). 

April* 1916. This is tLe first number of a journal of which the 
objects are summarised by Prof. C. J. Hamilton, one of the 
editors, as “the encouragement of the study, practical and 
theoretical, of the problems tln*t bear on the well-being of India 
and in particular oJ Bengal.” The journal is the organ of the 
Bengal Economic Association, of which the inaugural proceed- 
ings are reported. Among the articles is one by Hr. C. A. 
Bentley, showing a correlation between the health of the 
population in Indian provinces and their economic ccnd'Ton. 
The other editor, Prop. J. C. Coyagee, writes on the Moraioria, 
giving historical examples of their use 0 and dangers, and also 
reviews several publications. 

L’EgypL Conic mpormre (Cairo). 

March, 1916. Lcs problemes econo/ liques da Icnd^nwin de la 
guerre . Cn. Gide. A brilliant survey of the problems to be 
faced generally after the war — the payment of the cost of war, 
the rebuilding of ruins, the reorganisation of industry, the 
accumulation of new' capital, and the replacing of men who fall 
in warfare. Between the organisation of German Kvltur and 
the individualism of the Western peoples may we not find a 
social regime, less oppressive than the first, less egotistical than 
i he second, in the free co-operation of individuals and of 
nations? L)e Ycffet dc la guerre actuelle sur la circulation 
fiduc'wire en Egypte. G. Blanchard. The forced currency of 
paper in Egypt is safeguarded against inilation by a reserve of 
50 per cent, in gold and 50 per cent, in approved securities, an 
arrangement wdiicli has the defect of inelasticity. La mcndicite 
i/i Egypte et sa repression. Kamel A. Greiss. La guerre ct 
ses consequences eennomiques pour V Egypte. Ch. Citldiac. 
Chronique agricole dc I'annee 1914-15. 4. Schatz. Confined 

to Egyptian agriculture. 

Journal of the Russo-Brilisk Chamber of Commerce (Petrograd). 

The first number of this journal, written in Kussian, appeared in 
January. The Eebruary number contains an article on the w r ar 
and the economic position of Great Britain. 

The Quarterly Journal of Economies (Cambridge, Mass.). 

February, 1916. Cost and, Value of Service in Railroad Rate -making . 
M. O. Lorenz. Joint Costs with especial regard to Railways. 
Lewis H. Haney. Currency Depreciation in Time of War. 
A. G. Whitaker. A definition and division of the subject is 
followed by the application of practical tests, premium on gold, 
derangement of the foreign exchanges, use of index-number 
representing level of general prices. Neglected Factors in the 
Problem of Normal Interest. F. H. Knight. Relation of 
Scientific Management to Labour. 0. Bertrand Thompson. 
The National Founders' Association. Margaret L. Stecher. 

u 2 
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Giornale degli Economisti (Rome). 

February, 1916. II commercio maritimo dopo la guerra. E.* Cob- 
bing. Sulla misura del vaniaggio die il consumatore ritrae 
da uno scambio. Ulisse Gobbi. Sul concetto di utility 
economica. C. Gini. La politico commerciale Ualiana. A. 
Fraschetti. 

March, 1916. Fenonieni economic i della guerra. M. Pantaleoni. 
A felicitous exposition of several peculiarities in the economics 
of war -the loss of efficiency consequent on a sudden change 
to producing munitions instead of objects previously desired, the 
essential difference between a foreign and an internal loan, the 
depreciation of money, etc. Problem i finanziari della guerra. A. 
Cabtati. More war problems. Luigi Perozzo. G. M(ortara); 
Luigi Bodio. An authoritative appreciation of a great statis- 
tician. 

April, 1916. Oscillazioni dello sconto e dei prezzi. C. Bresciani- 
Turroni. La politico commerciale italiana. A. Fraschetti 
(continued). 

La Eiforma Socialc (Turin). 

Salle pre mesne economiche del contrail o collettivo. G. Prato. A 
magistral discussion on the advantages of collective bargaining; 
concluding that until the superiority of this sort of contract is 
mathematically demonstrated, legislation based on that pre- 
sumption is premature. Tacit o, Machiavelli ed i Ferrovieri. 
E. Sella. A chapter from the forthcoming second volume of 
the author’s Concorrenza. The mutinies of Roman legions 
described by Tacitus furnish parallels to the strikes of railway - 
men. 


Scindia (Milan). 

No. XLVI. (Feb., ]910.) Jaw depenscs de la guerre et lours con- 
sequences economiqucs. Charles Gide. Eiflessioni : A pro- 
posit o della guerra. A. Lorta. 

No. XLVII. Eejlexions (Pun Dunois sur la guerre. G. Juspersen. 
Le fonti economiche della guerra. C. Supino. 

No. XL VIII. The Future of Europe. J. H. Hose. 


NEW BOOKS 


English . 

Brassey (Earl). Work and Wages. The reward of Labour and 
the Cost of Work. Founded on the experiences of the late Mr. 
Brassey. London : Longmans. 1916. Pp. 200 

[“A volume of extracts, revised and partially rewritten" — this second or 
third subtitle aptly describes the contents of a volume which reproduces some 
portions of the author’s well-known book, Work and Wages , first published in 
1872, and some of the Addresses which make up his Lectures on the Labour 
Question , published 1878.] 
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Clay (Henry). Economics. An Introduction for the General 
Reader. London: Macmillan. 1916. Pp. 476. 

[To* be reviewed.) 

Curtis (L.). The Problem of the Commor wealth. London: 
Macmillan. 1916. Pp. 248. 

[The writer’s name does not appear on the cover, only in the signature of the 
Preface. The relation between Great Britain and the Dominions is the main 
subject.] 

Grant (A. J.) and Others. An Introduction to the Study of 
International Relations. London : Macmillan. 1916. Pp. 207. 

[Six essays by five authors, A. J. Grant, J. D. Hughes, Arthur Greenwood, 
P. II. Kerr, and F. F. Urquhart. The essay most concerned with economics * 
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EFFECT OF THE WAR ON JAPANESE FINANCE. 

1. General Conditions on the Eve of the Wab. 

During the several months preceding the outbreak of the war, 
Japan’s industries and trade were rather dull. The disputes on 
the abolition of the business tax and the corruption in the Navy 
caused long-continued political disturbances, which led at last 
to the Budget proposals of the Government being defeated, and 
to the resignation of the Ministry in March, 1914, in favour of 
the Okuma Cabinet. In April the Empress Dowager died, and 
consequently the Emperor’s Coronation ceremony, which was 
expected to take place in the autumn, was postponed for one year. 
The fall in the price of rice, caused by successive good crops, 
weakened the purchasing power of the farmers and rendered the 
home trade very inactive. The decline in the price of cotton 
yarns, cotton cloth, and fertilisers was especially remarkable. 
Moreover, the failure of *a bank of great importance at Osaka 
rendered bankers in general very sensitive. 

The Import trade, too, was very inactive, and the total amount 
for the first seven months of the year, which in the correspond- 
ing period of the previous year was Y461 ,281,000, decreased to 
Y428,334,000. Fresh enterprises were only planned to a very 
restricted extent, while the new capital issue under contemplation 
during the same period, which amounted to Y244,098,000 in the 
previous year, decreased to Y199,175,000. But, on the other 
hand, the silk export trade with Europe and America was very 
flourishing, and a high price ruled. In the exportation of cotton 
yarn, cotton cloth, and other articles to China and other Oriental 
countries the increase was very remarkable, in spite of the fall 
of silver. During the first seven months of 1914 the total of 
the export trade, which was in the corresponding period of the 
previous year Y337,429,000, went up to Y368,435,000. 
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In the money market, as the result of long-continued caution 
among bankers and the redemption of Treasury Bills and 
National Loans, great ease prevailed during this period, causing 
" a gradual decline in discount rate over the whole country. 

2. The First Year of the War. 

Upon the outbreak" of the European war it was our foreign 
trade that was most affected. The w T ant of ships, insecurity of 
navigation, rise of insurance premium, and fluctuation in foreign 
exchange caused great declines in both the export and import 
trades. The importation of goods of every kind from the 
belligerent countries entirely stopped for a while. Stocks of 
merchandise for exportation piled up at Yokohama and Kobe in 
larger and larger quantities, and a tremendous all-round fall in 
prices ensued. The price of raw silk, for instance, which was 
quoted at Y1,000 per bale on the eve of the war, declined within 
a month to Y700, and even this low price could only be kept up 
by means of the resolution of the Association of Silk Exporters, 
to the effect that raw silk should not be sold at a lower figure. 
Up to the end of the year the export of silk to Europe was entirely 
checked, and it was almost wholly by shipments to America that 
the large stocks of raw silk were cleared by the end of the year, 
though these shipments were t>nly effected with great difficulty. 
Cotton yarns and cotton goods were also badly affected, and their 
prices declined in a striking manner. But for the stocks taken 
up by the Chinese market, many failures would have been 
recorded among the firms engaged in these lines of business. 
Copper, tea, “Habutae” and other silk goods, etc., also declined 
heavily, and at the end of the year large stocks of lliese commodi- 
ties lay undisposed in different ports of the country. The total 
amount of the export trade during the last five months of the year 
was Y 222', 666, 000, which, compared with the figures for the 
corresponding period of the previous year, viz., Y295,0d0,000, 
discloses a very remarkable decrease. 

The dislocation in the Import Trade was even greater and had 
more far-reaching effects, the cessation of the importation of 
merchandise, dyestuffs, and other chemical products being very 
severely felt. This was particularly the case with regard to dye- 
stuffs, the resultant dearth of which proved an especially heavy 
blow to the manufacturers of this country, who had almost 
entirely depended upon foreign supplies to meet their require- 
ments. As for cotton, the most important of the imports of this 
country, in spite of the fact that very low prices prevailed in 
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both America and India at the time when the war began, it 
was only possible to secure supplies after very great difficulty. 
This was mainly due to the closing of the discount market in 
London and to the losb of exchange facilities, the usual way of 
financing cotton shipments, viz.> by raising money at London 
and remitting it to New York and Bombay, being for a while 
impossible. However, by the co-ox>eratjon of the Government 
with the leading Japanese banks, the difficulties were, by the 
beginning of October, gradually overcome, and the necessary 
quantity of cotton for the usual annual consumption was, after 
all, imported ^during the year. The total amount of the Import 
Trade during the five months from August to December, com- 
pared with that of the corresponding period of the previous year, 
fell, however, from ¥268,250,000 to ¥167,401,000, the total for 
the year being ¥595,735,000 as against ¥729,431,000 in 1913. 

Under these circumstances, fresh business enterprises were 
greatly discouraged, and the new capital issues under contempla- 
tion during the five months, compared with that of the correspond- 
ing period of the previous year, dropped from Y 155,625,000 to 
¥51,622,000. 

The fall of Tsin Tao in November called fort Jr a general 
activity. But the elTect was very slight, and the money market 
remained inactive, and at the end of December the loans of the 
Bank of Japan to the general public only totalled Y87,385,000 
as compared with Y124,430,000 at the end of the previous year, 
which is a striking decrease. In like manner, the amount of the 
Bank Note Issue of the Bank of Japan, which stood at 
Y426,388,000 at the end of 1913, had fallen to Y385,589,000 at 
the end of 1914. The rate of interest, however, kept very steady, 
evidently due to the cautious and sound methods adopted by the 
Bank. 

That, the effect of the war was generally felt is reflected in the 
index number of prices in Tokyo, which was at the end of 1912 
134 77, and at the end of 1913 131*43, but at the end of 1914 
11981. 

3. The Second Year of the War. 

During the first half of 1915 the general slackness of trade 
continued. A further fall in the price of rice reduced more and 
more the purchasing power of the farmers, and business generally 
declined. * Low prices in silk, cotton yarns, and other important 
export commodities prevailed. The export trade to Europe and 
America showed a considerable falling off, while the boycott 
against Japanese goods greatly reduced the exportation to China. 

x 2 
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The tone of the money market became increasingly cautious, 
which, reacting on industrial circles, created a depression. More- 
over, the import trade declined in a remarkable manner from 
Y382,73D,000 in the previous corresponding half-year to 
Y288,740,000, or a fall of about 25 per cent. 

However, the effect of the exports of war commodities to Russia 
and England then began to make itself felt, appreciably, as also 
the benefit, of the increased demand for Japanese products in 
Tndia, Australia, etc., as substitutes for European goods. It was 
for this reason that the export trade in this period showed an 
almost equal total to that of the corresponding period of the 
previous year. 

3n the latter half of the year exports increased enormously. 
The general business activity in the United States caused a rise 
in the price of silk, and the exportation of raw silk to the States 
became suddenly larger. Among other contributory factors to 
the improvement in trade about this time must be mentioned 
the special measures of the Government in connection with war 
risk insurance and other matters, which facilitated the trans- 
portation of goods as cheaply as possible, and had a most beneficial 
effect on our foreign trade in every direction. The total export 
trade during 1915 was Y708,306,000 as compared with 
Y591,101,000 for the previous year, while the import trade 
decreased from Y595,735,000 to Y532,419,000. The long- 
continued excess of imports over exports disappeared, and 
instead a balance of Y175,857,000 was established in favour of 
exports. This was a unique event in the foreign trade of this 
country. Besides the usual kinds of exports, a large amount of 
war material, which does not figure in the trade returns, was 
sold by the Government to the Allies, and the excess of exports 
must therefore have been considerably larger than the above 
figure. The amount of specie, which was Y341,000,000 at the 
end of 1914, had increased to Y516,000,000 at the end of 1915. 
This was of great benefit to the finance of the country, and 
enabled the cherished desire for the redemption of its inter- 
national indebtedness to be carried into effect. Among exports, 
the following striking increases deserve to be noted-: — copper, 
Y17,695,000 ; woollens, Y15,599,000; shoes, Y8, 501, 000; and 
Habutse, Y7, 666, 000; while the noticeable increases among 
the imports were: wool, Y15,800,000, and leather, Y3, 918, 000. 
On the other hand, the following large decreases should also be 
noted :— in exports cotton yarns, Y12,343,000; raw silk, 
Y9, 766, 000; and coal, Y4, 677, 000; in imports, machinery, 
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Y15,877,000; rice, . Y19,937,000 ; sulphate of ammonia, 
Y12,3P4,000; wheat, Y6, 849, 000; and woollens, Y6, 876, 000. 
The effect of the war on the foreign trade of the country can be 
easily gathered from these figures. 

The manufacture and exportation of war materials, in addition 
to the usual commodities, caused a great demand for freight 
space, which at the time was very limited, owing to ships being 
commandeered by the various Governments in connection with 
the war. As a partial offset to this shortage, a number of new 
vessels were laid down, and consequently shipbuilders, as well 
as the steamship companies, reaped a large benetit. A marked 
activity in the Stock market also resulted, and the general aspect 
became brighter as the result of the Coronation ceremony in 
November. 

In the home trade, however, the caution caused by the war 
and the low price of rice influenced the general atmosphere, and, 
together with the difficulty of importing machinery and raw 
materials, discouraged to a large extent fresh enterprises. The 
capital issues in contemplation during the whole year amounted 
only to Y292, 584,000 as compared with Y521 ,108,000 and 
Y880,378,000 for 1912 and 1918 respectively, showing a marked 
falling off as evidence of the inactivity which prevailed. 

Under the circumstances, the dullness of the money market 
is not to be wandered at, and it is not surprising that the general 
loans of the Bank of Japan had decreased to Y22,649,000 at the 
end of May and to Y9, 000, 000 at the end of October. The 
amount of Bank Notes in circulation w r as 1 T 303,760,000 at the 
end of May, but increased to Y430,130,000 by the end of the 
year, the corresponding final figures for the preceding three years 
being: 1912, Y448,921,000 ; 1913, Y426,388,000 ; 1914, 

Y385,599,000. 

The rate of interest declined month by month duripg the year. 
The average discount rate in Tokyo which was 8‘5 per cent, in 
January, 1915, fell to 6*3 per cent, in September and 6 per cent, 
in December. The decline of the rate for deposits at banks was 
even more remarkable. The Fixed Deposit rate, for instance, 
which had remained for many years at 6 per cent, per annum, 
was lowered to 5£ per cent, in March, to 5 per cent, in June, 
and to 4 per cent, in August. 

4. 1916 — First Quarter. 

The prospect for 1916 looks very promising. Though the war 
does not seem likely to end in the near future, Japan’s trade 
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will not. apparently be very much affected thereby. The exporta- 
tion of war material assumes larger and larger proportions, and, 
on account of the cessation or reduction of the supplies of general 
commodities from belligerent countries, the demand for the 
manufactures of this country in China, India, Australia, etc., is 
increasing by leaps and bounds. The demand for silk in the 
American market, too, has so far been unprecedentedly large, 
and the price of raw silk, which had declined to Y700 per bale 
in the previous year, went up to Yl,350 per bale, which price 
lasted for several days. The total of the export trade during 
the first three months of this year amounted to y21 8,860,000, 
while the figure for the corresponding period last year is 
Y140,683,000. Among the increases, the most striking were 
Y30, 738,000 for silk and Y10,000,000 for cotton yarns and cotton 
goods. 

Owing to the larger importation of iron bars, cotton, wool, 
etc., the import trade is gradually flourishing. The total for the 
first three months, which was Y127, 237,000 in 1915, reached 
Y1 75,808,000 this year. But the excess of exports over imports 
has been maintained, and the position continues favourable, there 
being every possibility of its remaining so. 

The home trade, too, shows signs of revival after a long period 
of dullness. The index number of prices at Tokyo in March 
stood at 155*23, and, compared with the figures of 119‘81 in 
December, 1914, 125*32 in March, 1915, and 145'89 in December 
of the same year, the progress made is very evident. Capital 
issues in contemplation in the first quarter of the year amounted 
to Y143,542,000, as against Y82,865,000 and Y95,075,000 for the 
corresponding period in 1913 and 1914 respectively. 

The money market, notwithstanding the revival of trade and 
industry, does not yet show any signs of activity, and the issue 
of Treasury Bills of the Russian Government for Y50,000,000 
had but very little effect on it. The average discount rate at 
Tokyo in March, which was 8*25 per cent, in 1913, 7*9 per cent, 
in 1914, declined to 575 per cent., while deposits at bankers 
obtained last year’s low rate of interest. The continued activity 
in the export trade since last year has added still further to the 
abundance of money at our disposal, but unless the import trade 
increases and the introduction of machinery and other means of 
starting fresh industries is greatly facilitated, any remarkable 
activity on the money market is hardly probable. 

5. Government Measures since the Outbreak or the War. 

For many successive years the Budget was not passed by the 
Diet, and the Government had to go on with the appropriations 
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of the previous year, according to the stipulations of the Constitu- 
tion. It needs no saying that such a state of things is a great 
obstacle to a country in the prime of progress, especially when 
a nation is involved in a war with other nations. Therefore 
when the Budget for 1916-17 was passed by the Diet it was not 
only the Finance Minister who felt a great relief. 

The essence of the new Budget, roughly stated, is as follows : — 

Revenue, Y553,402,000 ; of this, ordinary Y523,025,000 ; 
extraordinary Y80,377,000. 

Expenditure Y553,402,000 ; of this, ordinary Y397,450,000 ; 
extraordinary Y155,952,000. 

To the above we must add the estimate of Y39,294,000 as 
the extraordinary expenditures necessitated by the war. The 
total sum of the expenditures in connection with the war comes 
up till now to about Y174,000,000, and it is a striking feature 
that the greater part of this sum was defrayed out of the surplus. 
In consequence, no special measures, such as an increase of taxes, 
were taken bv the Government on account of the war, except 
that Y37 ,000,000 was devoted to new expenditure, 25 per cent, 
of which was, however, of a productive nature. 

The most noteworthy point is the increase of specie reserve to 
upwards of Y500,000,000, being an increase of 50 per cent, when 
compared with the figures at the outbreak of the war. Besides, 
the redemption of debts which were raised abroad was strenuously 
carried out. This fact is more noteworthy, especially at a time 
when her Allies are fast piling up debts and taxes. 

How to get rid of the bad effects of the plethora of money was 
the question of the day. In order to relieve this, Y30,000,000 
was raised at home in November, 1915, with the view to redeem 
“Railway Bonds in Sterling.” Besides, during 1915 Y40,000,000 
were used for the redemption of other Sterling bonds, making 
the total for the year Y70,000,000. In April, 1916, Y40,000,000 
were raised to be devoted to the conversion of Treasury Notes 
held in France. Within this year Y 50,000,000 more, bringing 
the total for the year to Y90,000,000, is publicly announced by 
the Finance Minister to be devoted for the redemption of external 
debt. Thus the Japanese Chancellor of the Exchequer stands in 
quite a different position when compared with other Finance 
Ministers of belligerent nations. If his predictions of a bright 
future are realised, he must be, and deserves to be, highly 
congratulated. 

It is thus clear that since the outbreak of the war steps neither 
new nor drastic were taken by the Japanese Government. How- 
ever, the following may be regarded as gomewhat special. In 
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September, 1915, the Government decided to guarantee war-risk 
insurance. Eighty per cent, of ihe war-risk claims paid by 
insurance companies of Japanese establishment, or by the 
Japanese branches or agencies of foreign companies, against 
Japanese ships or their cargoes, or any goods imported to or 
exported from this country on board foreign ships, was to be 
refunded by the Japanese Government, provided that the 
insurance premium was under the rate specified by the Govern- 
ment. By the end of 1915 the amount for which the Govern- 
ment was responsible as a result of this measure w T as calculated 
at Y4, 225, 000. 

Another important measure was the establishment of a silk 
company for purchasing raw silk. This company was established 
with the pecuniary assistance of the Government to a certain 
extent in order to prevent the fall of the price of raw silk at the 
beginning of the war, when the export of silk to Europe was 
entirely stopped and the demand from America was very much 
reduced. But as the price of the silk revived soon after, the 
company was dissolved, and the real outlay of the Government 
was very insignificant. To this one may add the plan for 
equalising the price of rice, which was not so successful as the 
, preceding. 


6. Questions now under Investigation. 

By ihe Bills passed by the Diet, the Bank Act and Savings 
Bank Act were revised and the sphere of Government control 
was extended, a special Bureau for the control of banks being 
instituted. 

The Factory Act, promulgated long previously, as mentioned 
in my previous letter to Titk Economic Journal (June, 1914), 
is shortly going to be carried into effect, much to the amelioration 
of the condition of the labouring class and much to the satisfac- 
tion of social reformers. 

As the result chiefly of the requisition of the House of Lords 
to decide the long discussed and not yet settled question of the 
gauge of the Government railways, whether to be satisfied with 
the existing system of 3 ft. G in. or to Adopt the standard gauge 
of 4 ft. 8| in., a Commission was formed in April, 1916, with the 
Premier as its chairman. The members were limited to the 
higher officials concerned simply because a Commission nearly 
similar to a Royal Commission in England had been already 
appointed in 1910, and had presented a report to the Government 
urging the necessity of the adoption of the broad gauge. The 
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new Commission is now working hard to expedite the matter so 
far as possible. * 

The gravity of the consequences of the Great War urged the 
Government to form in April, 1916, a powerful Commission to 
investigate economic measures to meet need! arising out of the 
war. The chair is occupied by *the Prime Minister, the vice- 
chairmen being the Ministers of Finance and of Agriculture and 
Commerce, and the members are limited to sixty-five. It is 
divided into five sections, of trade, taxation, communication, 
currency, and industry. 

In addition, a, Commission for the iron industry was formed in 
May, 1916. This is smaller than the preceding, including twenty 
members, and being presided over by the Minister of Agriculture 
and Commerce. Since the legal restriction of the supply of iron 
by England and by the stoppage of oversea transportation from 
the United States of America, the country is suffering severely 
from want of iron. It is planned to increase the output of the 
Government Iron Factory in Kiusliiu. But the ever-increasing 
demand is far from being satisfied thereby, and much hope is laid 
on the final outcome of the investigations of the Commission. 

Last but not least come our participation in the Economic 
Conference held at Paris, and our help given to China. The 
advisability of sending our delegate to the former was much 
discussed by the Press. But in the end Baron Sakattmi was 
nominated as our delegate, and sailed for Europe on May 18th 
with his party. 

The sudden death on June (>t h of Yuan Shikai leaves China 
now in suspense. Had it not been for the timely help given by 
Japan, at the request of both the Chinese and the foreign resi-* 
dents, by supplying at once a sufficient number of troops, no one 
can tell wliat might have happened. How far the influence of 
Yuan’s successor will go or how the malcontents are to be satisfied, 
are questions to be solved hereafter. But this rmi<di is certain, 
that China has at last been awakened to an understanding of her 
real situation. And the honourable intentions of Japan are now 
increasing China’s trust in a neighbour who has already done so 
much for her, and who intends to do the utmost to preserve order 
and further her welfare, &hile ever true to the long-avowed prin- 
ciples of the open door and the integrity of the country.' 

J OTC HI SOYKDA 

* (Correspondent of the Royal Economic Society) 
Tokyo, June Vdth, 1916. 



BRITISH INDUSTRY AFTER THE WAR. 

I. — A Synopsis. 

In trying to estimate the position of industry after the war it 
is convenient to follow the usual classification of agents of 
production . 

Land needs no special mention, as it will not have suffered 
any noteworthy change. 

Capital will be scarcer, but readers of Trte Economic 
Journal will not fall into the common exaggeration on this point. 
If England is not invaded, the capital goods of the country will 
not suffer actual destruction, with the exception of a few ships, 
and, so far as can be foreseen, there is no likelihood that the 
stress of war will be severe enough to cause them to be neglected 
and fall into disrepair. Even now large sums are being spent on 
new buildings and machinery, hut as these are chiefly. for special 
war uses we may say that the customary extension of the supply 
of capital goods is nearly stopped. In ordinary circumstances 
that extension is annually 1 or 2 per cent, of the existing supply. 
If, then, the war were to last three years, Britain might at the 
end find itself 3 or 4 per cent, short of the equipment it ought to 
have by that time. 

As to the ownership of the capital goods, there will be no 
change of nationality. Britain started the war with about four 
thousand millions of foreign investments ; it may perhaps end 
with three ; as an extreme we may suppose the amount reduced 
to two thousand millions. We are not within sight of actually 
using up our foreign capital ; the loss of a part of it will affect the 
incomes of some Englishmen, but has no direct influence on the 
earning power of . the nation, which wilF remain a creditor of the 
rest of the world. 

When peace brings new industrial investment, the price of 
new capital will be very high, but no very large amount will be 
required immediately for home use, and it is only by slow degrees 
that the interest paid on old capital is assimilated to that on new 
investments — a. large part, in fact, is regulated by existing con- 
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tracts that have years to run. If we take the value of the capital 
(not land) in userin the United Kingdom at six thousand millions, 
and suppose that in a few years the interest on this rose 1 per 
cent., then £60,000,000 a yeair would be taker from wages and 
profits and given to the owners of capital. This is not a negligible 
amount, certainly, but it would make no revolutionary change in 
the distribution of the income of the nation. 

The efficiency of labour will, on the whole, be greater after 
the War. The only unfavourable circumstance is the actual 
destructive effect of the fighting. This will be very severe in some 
foreign countries; but if England continues to be is fortunate as 
hitherto the small loss of working power will be overbalanced by 
the stimulus the war has given to the introduction of improved 
processes, the training of unskilled and semi-skilled workers who 
have been raised to higher grades, and the increased employment 
of women in industry. 

It is possible to form a rough estimate of the loss of working 
power due to war. Dividing the population into classes consisting 
of men and women of different ages, and attributing a reasonable 
average earning capacity to the members of each class, it will be 
found that the earnings of an entire population of 100 are equal 
to the earnings of about thirty-five males of military age. If, 
then, the joldiers killed amount to 1 per cent, of the population, 
the loss of earning power is 1/35, or, say, 3 per cent. Against 
this is to be* set a diminution in consumption of 1 per cent., or 
rather more, since men eat more than women and children, so 
that the net impoverishment per head is less than 2 per cent. 
Our losses in the war — killed and died of disease — are so far only 
a quarter per cent, of the population. It is evident that, allowing 
further for the maimed, the casualties may be very much greater 
than at present before the loss of working power reaches, say, 
5 per cent. In Germany the killed may perhaps already reach 
nearly 2 per cent., the permanently injured at least as many, and, 
further, the hardships of the soldiers and the privations of the 
poorer civilians have been so great as to impair the health of the 
working population as a whole. England, fortunately, has been 
free from this consequence of war ; we may therefore expect, for 
the reasons already stated, that the working power of the nation 
will have been somewhat increased. 

The factor of organisation needs to be treated under several' 
heads. In the first place, the actual supply of organising ability 
cannot but be favourably influenced by the war, with its new 
experiences and its stimulus to thought. 
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But besides a good supply of organising ability there is 
required : — 

(a) A favourable conjuncture. 

( b ) Wise action by the Government. 

(c) What may be called the pioral factor in production, which, 
in tha present regime , means chiefly a good understanding between 
the workpeople and the enterprisers. 

(а) The danger commonly recognised in connection with 
cessation of war lies in the difficulty of knowing what to set 
people working at. Cessation of war contracts, and the liberation 
of large numbers of troops, involve a risk of unemployment on a 
large scale before industry can be reorganised to meet the 
occasion. Employers will, in their own interest, try to find 
openings for business, and the necessity for reconstruction in the 
countries ravaged by war will give clear openings to certain trades. 
The countries outside Europe, too, have been kept waiting for 
a vast amount of constructional work. 

A committee of business men and economists, appointed to 
consider the matter in the public interest, might be really useful 
here collecting information and offering advice as to the directions 
productive effort should take. A writer who is not specially 
qualified cannot offer suggestions of value, but the broad aspect 
is that in a state of equilibrium the world’s needs will keep the 
world’s workers engaged and paid ; when this state of equilibrium 
fails, it is because the organisers of industry cannot forecast what 
the world is going to need ; they then hesitate, and production 
and employment are reduced. When the war began we found 
out in a few weeks what we were in need of. When it closes, the 
problem will not be quite so simple, hut the pressing need for 
reconstruction should serve at least as a partial guide to industry 
and help to keep it occupied for a year or two till normal con- 
ditions can be restored. 

(б) The action of the Government is, in the present organisa- 
tion of industry, restricted to collecting information, to removing 
any legal difficulties in the way of production, and to offering its 
services to promote good relations between employers and 
employed. There is not likely to be any radical change after the 
war; no doubt Government will retire from its prominent position 
in manufacturing as goon as the demand for munitions ceases. 

There is, however, a tendency in the evolution of industry 
to supplement the efforts of individuals by the conscious action of 
the community. Organisation cannot be carried beyond a certain 
stage by private effort alone, and accordingly one sees a steady 
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increase in the functions of the State, notwithstanding that the 
responsibility for industry is still essentially individual. This 
development is naturally most marked in the case of Germany, 
the nation that excels in organisation. It was a matter of common 
remark before the war that th§ German State supported its 
citizens, not pnly by a very full service of information, but ]jy 
shipping subsidies, by the utilisation of the State railways, fiy 
diplomatic pressure, by State participation in banking and trading 
syndicates. It is to be expected that all nations will Fho iT7 an 
increasing tendency towards such methods. 

(c) England, then, at the close of the war maj expect to find 
a supply of labour more efficient than it possessed before ; a 
supply of capital which, though somewhat behindhand, is not short 
enough to be a serious hindrance; organising ability, which, we 
may hope, will rise without too much difficulty to the demands of 
a changed conjuncture of circumstances. But these will not avert 
a dangerous crisis if the moral factor of goodwill is neglected. 
Employers and workpeople will, in any case, have to pass through 
a period of difficult readjustment, and ptobably of severe com- 
petition from abroad ; mutual suspicion and quarrelling will be 
more disastrous than ever. The employing classes must be called 
u[)on, in the national interest, not to press the advantage in 
bargaining they will possess at the moment ; and workpeople must 
show a willingness to co-operate, if they are to come reasonably 
w T ell through "the period of change. 


II. — A Constructive Suggestion. 

The success of an attempt at co-operation depends greatly on 
the attempt being well timed. After the war it would seem that 
the interests of labour and enterprise will be to a certain extent 
ranged on the same side and in opposition to capital ; this may 
give a chance for a rapprochement between the two%former. The 
distinction between capital and enterprise, long familiar as it is 
to economists, lias not been properly grasped by the public, and 
this opportunity should be taken to emphasise it. The capitalist 
will be sought after and will enjoy a higher rate of interest than 
has been current for a century ; but the enterpriser is likely to 
have a difficult time. Can the enterpriser^ class and the work- 
people be persuaded, in these circumstances of difficulty for 
both, to work together, to unite their powers of bargaining to 
gain better terms from the lenders of capital, rather than to fight 
each other for profits which, in the circumstances, will be very 
difficult to secure?.. 
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If, after the war, there is a severe struggle between employers 
and organised labour — which is not at all an unlikely event — it 
will lead to very hard times in Britain, while available capital will 
flow to the New World and secure high interest there ; and the 
competition of other European countries, trying to recover their 
ppsition, and content with a lower standard of living, will take 
away our foreign trade. Only if both parties to production work 
harmoniously and harder than usual are we likely to escape 
depression, so the occasion would seem particularly suited for 
trying experiments in the organisation of production. 

By this is not meant some revolutionary change, like that of 
national guilds, which, if practicable at all, could not be accom- 
plished in time to meet the impending troubles, but schemes that 
can be carried out at once, whether of old types, like profit-sharing 
agreements, or newer ones, better suited to the present-day temper 
of the workpeople. 

The aim of any such scheme must be to increase productivity, 
so as to be able to stand hard times and severe competition. It 
is generally admitted that the present organisation of industry 
does not give the workman an incentive to do his best. Unless, 
therefore, the workmen are prepared to take over the whole 
organisation of a business, what is required is that workmen and 
enterpriser should frankly recognise their need of each other and 
come to an amicable agreement. The enterpriser must give up 
any obsolete notions of being the “master” or the social superior 
that may cling to him, while the men must cease to think of the 
enterpriser as an enemy, the two making an equal bargain, just 
like two business men buying and selling. 

Let us suppose an enterpriser, whether individual, firm, or 
company, proposes to undertake a certain class of manufacture. 
He approaches the tracle union concerned, who supply the needed 
workmen, and a committee is formed, representing chiefly the 
workmen who will be engaged, but also the trade union, or 
unions, to give it more permanence. An agreement is entered 
into by which the one party provides the factory, machinery, and 
floating capital ; undertakes to engage a certain minimum number 
of men, at an agreed wage, for a certain period — say, six months ; 
the other party undertake to do, to the best of their ability, any 
work that they arc directed to do for that period. The arrange- 
ments as to doing the work would rest entirely with the workers’ 
committee, who would engage or dismiss men and regulate the 
hours and conditions in the factory. The enterpriser would have 
no other functions than to provide raw materials, direct the com- 
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mittee to manufacture certain goods, see that these were delivered 
promptly and in good condition, and pay wages and other out- 
goings. 

The accounts of the undertaking would be kept by a qualified 
accountant, engaged jointly by tjie enterpriser and the workers’ 
committee ; at the end of the agreed period they wou^d be rendered 
in such a way as to show what profit had been made ; this would 
then form the basis for a new agreement, in which wpges wedd 
be increased or reduced, according as the profit made appeal ^d to 
be excessive or insufficient. 

Of course^, if the enterpriser came to the conclusion that the 
men were not carrying out their agreement to work to the best 
of their ability, or the men came to the conclusion that the enter- 
priser was incompetent to his work of forecasting demand and 
choosing what goods should be manufactured, the agreement 
would be allowed to lapse at the end of an agreed period. In the 
course of the enterprise many difficulties of detail would arise 
that could only be settled by experience and mutual goodwill, but 
that may be said of any organisation of industry, including the 
existing one. 

Such a plan could be carried out without delay and without 
legislative interference, and it would seem to offer the men some 
satisfaction for their legitimate desire to control the conditions 
under which they work, and ensure them a fair share of the 
return. The essential gain of any scheme which would make 
workmen feel that the business was at least partly “their own” is 
increased production. This is at. any time the necessary condition 
for social progress ; but, it may be* repeated, in the circumstances 
likely to occur after the war, it may well be the necessary con- 
dition for avoiding a social disaster. 

Note. 

It is needless to point out to an audience of economists that, 
in normal circumstances, the prosperity of one nation is not 
economically harmful to another, even if a political opponent. 
But during the period of want of equilibrium following the war, 
when there may be a considerable shortage of employment, one 
nation may gain advantage by keeping another out of what work 
is going. Hence it is necessary to inquire into the probable com- 
petition from abroad, especially of the Germanic nations. 

No conclusions can be drawn except by making reasonably 
definite assumptions ; we will therefore assume that the war lasts 
a considerable time longer, and ends in the complete defeat of 
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Germany. Applying the same method as before, it will at once 
appear that capital is likely to be scarcer in Germany than in 
England, and that labour power will be impaired by the actual 
destructive effect of war and invasion. Organising ability no 
doubt will not fail Germany, but the economic conjuncture is 
likely to be more unfavourable, because the victors will do all in 
their power to make it so. In this respect not only tariffs, but 
sentiment, will be of influence ; each belligerent group is likely 
to object to purchasing from the other, and as the Central Powers 
export more than they import from the Allies, this will be a slight 
disadvantage to them. In all these respects German production 
will be more difficult than British. The balance may, however, 
be inclined the other way if German moral is better than British. 

If the German people are possessed by an enthusiastic deter- 
mination to recover their position : if the working classes will 
face privation and suspend their conflicts with employers, and 
the rich will bear their share of fiscal burdens and live sparingly, 
the handicap will be sufficient to enable them to undersell British 
goods in neutral markets, and rapidly regain wealth and import- 
ance. Whether the German people will make this supreme effort 
only the course of history can show. But it is in their power ; 
nothing but killing off German manhood and ravaging the country 
could prevent it. Hence, if we are to hold our own, the impera- 
tive need for social harmony. 

R. A. Lehkkldt 

Johannesburg , 

Jan., 1916. 



THE SCANDINAVIAN GOLD POLICY. 


At the beginning of February, 1916, the Swedish Riksbank 
surprised the world — in so far as the world takes any interest in 
our small and distant country — by stopping, not gold payments, 
which indeed would have been a very commonplace matter in 
these days, but the acceptance of gold in payment for its notes at 
the former legal ratio: 2,480 kroner 1 for one kilogram of pure 
gold. 

The immediate reason for this step was a very simple one, 
but in order fully to understand it a few words about the Swedish 
monetary system may be required. Our central bank is a State 
bank (more properly speaking it belongs to the Swedish Parlia- 
ment) ; it ha3 a monopoly of note issue, and the issue is regulated 
by the principle that the amount of circulating notes may not 
exceed double the amount of its gold by more than 126 mill. kr. 
When its gold reserve, as was the case just before the 
war, is about 100 mill, kr., its right of issue consequently amounts 
to a maximum of 325 millions. 

These, of course, are very liberal conditions. Sweden, in ordi- 
nary times holds less gold in proportion than most of the 
European countries, even less than the other Scandinavian 
countries. 2 To this extent it does not take quite its due share of 
the burden of keeping the world’s gold reserve ; but for its own 
use its actual cash is a rather superfluous thing. Gold has never 
circulated in Sweden, the notes of 10 kr. and 5 kr. taking its 
place, and as regards foreign payments the Riksbank and the 
other banks help themselves by keeping sufficient balances abroad 
or, if need be, get help by the credit of the Government, Sweden 
being in general a borrowing country. During the last fifteen 
years the cash of the Riksbank — the only gold fund of the country 

1 Less a quarter per cent, minting costs. 

2 The new regulations for the Bank of Norway state that the bank may issue 
notes to the amount of fifty per cent, more than the actual gold in its cellars 
+ 70 millions kr. + its balances with the central banks of Denmark and Sweden 
up to a sum of 6 million kr. and not more. 

No. 103. — VOL. XXVI. X 
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worth mentioning — hag, in fact, almost continually increased 
by just the amount n^feessary to support the Ofiutimially increas- 
ing demand for notes ; and it has only once in th^t time decreased , 
namely in the autumn of 1907, when the well-^nown American 
“gold-suction ” seems to have stretched a small* sucker even to 
our country. The Swedish Riksbank then actually “lost” some 
6 mill. kr. of gold which, however, in a few mdntlis came back 
again. ; 

In these circumstances the Riksbank might. j us t as well go 
without any gold at all, and as its chief profit comes i!wq its note 
monopoly, its officials, anxious to show the best possible econonpic 
result of their business, of course, do not like hofding more gold 
than they are compelled to by law with due regard to the neces- 
sity of keeping a sufficient note reserve. 

At the beginning of the war, Sweden, like most other 
countries, locked up its gold. At the same time the right of note 
issue was provisionally extended by another 125 mill. kr. With 
a gold fund of about 100 mill. kr. the right of issue 
therefore would have been 450 mill, kr., whereas at the 
end of March this year, when it reached its maximum, the 
amount of outstanding notes was only 332 mill, kr., leaving a 
rather substantial margin of note reserve. 

During the war, however, and more especially since the end 
of last year, as a result of the favourable balance of trade and the 
low level of the foreign rates of exchange, gold has been pouring in 
from abroad, so that by the end of April, 1916, the gold fund 
of the Riksbank stood at 165 mill, kr., as against 304 millions 
at the end of duly, 3914. Even without the provisional extension 
the right of note issue would consequently have exceeded the 
actual circulation of notes by some 120-130 mill. kr. A further 
influx of gold therefore, if unhindered, would only have loaded 
the Riksbank with an unprofitable mass of gold ; in other words, 
the business of lending notes would, to a great extent, have been 
supplanted by simply giving out notes for gold, without getting 
any interest. 

This, in fact, was the only reason officially given by the bank 
when asking the authorities for leave to take the step in question. 
And this, as iar as I know, was also the reason by which Denmark 
and Norway were led to adopt the same policy, thereby at the 
same time giving it full effect, since the free coinage of gold could 
only be suspended by a common understanding between the three 
countries ; and, moreover, because Danish and Norwegian gold 
coins are legal tender even in Sweden. 
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From a very different point of view, however, the ®tep has 
been strongly supported By some Scandinavian economists. 
Although our countries have been spared the horrors of war, and 
their economic life has been able to go on much in the same way 
as before, the phenomenal rise of .prices, if it has enriched our 
agriculturists and exporters, has caused, at any rate in Sweden, 
very great sufferings among the great mass of the people, wages 
not Having kept pace by any means with the p.ice of commodities. 
Such a calamity, of course, can be met in different ways; and 
indeed Some measures against it have been taken by the Govern- 
ment, though jn a quite inadequate manner. But one ve!ry 
powerful and general remedy would be to raise the value of the 
monetary unit, which can only be done by a restrictive policy of 
credit from the side of the banks, and above all from the central 
bank. As long, however, as gold must be received at a fixed 
ratio by the bank, or can be freely coined at the mint, this policy 
of restriction would, of course, be of little or no value. The sus- 
pension of gold coinage, and of the acceptance of gold by the 
bank, is consequently, from this ixhnt of view, to be regarded as 
a necessary condition for enabling the bank to uphold a policy 
of restriction, by which the internal currencj unit could be suffi- 
ciently raised to bring the average of internal prices down to some- 
thing like their normal level. But, of course, this is only one 
condition for the fulfilling of that object. If the hanks are freely 
lending their money and the central bank its notes, or, which 
comes to the same thing, are buying securities to a large amount, 
the suspension of gold coinage alone does not mend matters ; 
prices may for all that go up to any extent. 

I have reason to believe that this thought was not wholly 
absent from the minds of the leaders of the Riksbank when they 
proposed this measure, although it was not openly stated. Unfor- 
tunately, it seems not to have been very deeply rooted therein, as 
subsequent events have shown ; but at any rate the step taken 
seemed powerful enough : it not only lowered the exchange 1 on 
sterling and dollar, but for the first time brought the exchange on 
Amsterdam, which hitherto had stood above par, some 8 or 10 
per cent, below par. 

This upward movement of our money, however, was not to 
last long. On May 1st the Riksbank lowered its rate of discount, 
which for sixteen months (from January 6th, 1915), had been 
standing at 5£ per cent., to 5 per cent. The other Swedish banks 

1 The Swedish notation of the rate of exchange (contrary to the English) 
means always so many Swedish kroner for a unit of foreign money. 

Y 2 
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were not slow in following the example, and shortly afterwards the 
Bank of Norway lowered its rate likewise irom 5J per cent, 
to 5 per cent., and in a few days to 4J per cent, (the Danish 
discount already stood at 5 per cent.). The motive stated in 
Sweden for this measure woe only that “with the present good 
supply of money and the not very strong claims on the Riksbank 
its directors saw no sufficient reason to postpone giving this ease 
to our commerce and industry.” 

Indeed, the amount of outstanding notes had sunk during 
April from 332 to 322 mill, lcr., but as in July, 1914, the note 
circulation was only 228 mill. kr. and in April, 1914, 219 mill, kr., 
it is not easy to see what more “ claims ” the Riksbank could wish 
for. True its discount business has gone down considerably 
during the war, a much heavier amount of stock, foreign bills, 
balances abroad, etc., as well as of gold, having taken its place. 
But this is a natural consequence of the war, in so far as the 
balance of our exports has to a great extent been paid in stock 
and foreign finance bills, besides gold, instead of in commodities. 

The sujH'ifluitv of money, on the other hand, was no doubt 
above all the effect of the extraordinary amount of the bank’s 
o\vn notes, and might easily have been overcome, if the Riksbank 
had sold or pawned part of its stock in the market. 

About a fortnight after the lowering of the rate of discount the 
downward movement of the exchanges ceased and then turned. 
Other causes may have contributed to this effect, but it is difficult 
not to believe that the main cause lies precisely in the cheapening 
of credit from the side of the banks. All interest-bearing securi- 
ties must go up in price, and if previously they could only be 
imported under the stimulus of the low rates of foreign exchange, 
they now require that stimulus in a smaller degree ; hence the 
rates of exchange go upwards, too. 1 I cannot but regard there- 
fore this last measure as most unsuitable ; in my belief the bank 
rates all over the world ought to have been much higher during 
the war in order to hinder the continual rise of general prices. 

The law of February 8th, which permits the bank to susj>end 
the acceptance of gold is valid only up to the end of July of this 

1 The raising of rates abroad has, of course, the same effect as the lowering 
of them at home, and the present action (Hits was written at the beginning of 
June) of the French Government for bettering the exchanges is apparently in 
the form of offering a somewhat higher rate of interest than that officially 
quoted. When both these movements go together, they are cumulative in their 
effect. Tt remains to be seen what will be the effect of the late— and to my 
mind most rational — raising of the rates of the Bank of England. So far 
(August, 1916) it has had at most a steadying influence, the Scandinavian rates 
of exchange still standing considerably under par. 
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year, and if at that time the present upward movement of the 
rates, as against gold-paying countries like England, has reached 
the lower gold point, the Eiksbank perhaps will have no reason 
to ask for its renewal. 1 If so, the whole episode will have lost 
its interest and sunk down to a mere curiosity. But still it is 
possible — and this is why I have written these lines- -that it will 
prove the nucleus from which a radical change in the monetary 
system of the world may spring up, just a. the experience cf 
Holland, when in the year 1873 it stopped the coining of silver — 
although at that time silver was its current money — was extended 
twenty years after to a much wider region by the stopping of the 
free coinage of rupees. 

My reasons for believing this are several, but the most con- 
clusive seems to be the following. When peace comes at last 
the countries which have now a depreciated paper currency : 
Germany, Austria, France, Italy and Russia, will try no doubt to 
bring their money gradually up to a parity with gold. The classical 
recipe for attaining this end is, as everybody knows, to make a 
large loan and to cancel out of the proceeds the floating paper 
money debt of the State by paying back the bank loans or burning 
the State notes. But at the present juncture another way, much 
shorter and even cheaper, if otherwise not quite laudable, will 
present itself and possibly be preferred : simply to let the gold free 
to seek its own level. Great amounts of it will then necessarily 
leave these countries, but as there are no unlimited reservoirs 
to absorb it, gold will fall in value, and at the same time the 
paper currency, somewhat reduced in volume, would rise: in a 
relatively short time, therefore, the values of both would meet, 
and the adverse rates of exchange would have disappeared. 

For the countries in question this would mean too a large 
import of commodities, of which at the end of the war they most 
certainly will be strongly in need. For the gold countries, 
including England, it would have the opposite effect. Those 
countries would lose commodities and receive in exchange a mass 
of useless gold, which would only serve to raise still more the 
deplorable height of present prices. For these countries, there- 
fore, it must become a matter of serious consideration whether 
they had not better evade that influx by stopping the free coinage 
of gold. 

I do not mean to deny that this step would be a very serious 
one indeed, especially for a large creditor country. For a debtor 
country like Sweden it is of small consequence ; we shall have to 

1 It has since been renewed to the beginning of February next year. 
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pay the interest on our foreign loans as before iti the money of 
other countries. But I assume that, even if the war be prolonged, 
England would not cease to have money due to it from the rest of 
the world, and if England declined to receive gold, it is difficult 
to realise what would happen. Tts debtors might insist upon 
paying so much gold, instead of what would then be the value of 
pounds sterling. And the tribunals which had eventually the duty 
of pronouncing upon the matter would have indeed no easy task 

To solve these intricate questions, whose practical bearing 
nobody can deny, it seems almost necessary to convoke as soon 
as possible after the war a monetary conference , open if possible 
to all the world, with the purpose of trying to find a new and more 
rational form for the world’s monetary system. 

What the deliberation of such a conference would come to 1 
do not pretend to prophesy. 1 hardly think it would go back to 
the old gold standard pure and simple, which even before the war 
had clearly shown its inadequacy. But ai any rate the recent gold 
policy of the Scandinavian countries and its consequences may 
Pfove for the members of that conference a valuable experience 
whereupon to build their practical conclusions. 

k Knut Wicksell 



THE PRESENT SITUATION OF THE FOREIGN 
EXCHANGES. 


In continuation of the preliminary remarks that I have set 
forth on this subject in the March issue of this Journal, I wish 
here to give some further results of my investigations. 

When we wish to get an idea of the inflation of the different 
monetary systems which has taken place during the war, we cannot 
confine ourselves to a study of the rates of exchange of a neutral 
place, as. e.g., New York or Stockholm. For the neutral 
currencies themselves have not been untouched by the general 
depreciation of the value of money. The rates of exchange only 
give the relative movements of the inflation of the different 
monetary standards. In order to trace the absolute movements 
we must know the absolute inflation of any one of the standards. 
This is possible for the pound sterling, of which the absolute 
inflation may be regarded as fairly well represented by the rise of 
the Suuerbeck-Statist index numbers. As set forth in the paper 
referred to above, the English inflation is measured by these 
monthly index numbers divided by 82. The Statist having pub- 
lished at the time of writing no index number for April, 1916, 
I have made an approximate calculation of the English inflation 
for this month on the ground of the Economist index number. 

As soon as the absolute inflation of one standard is known the 
absolute inflation of any one of the others may be calculated by 
means of the rates of exchange. For this purpose I have used the 
monthly means of the rates of exchange in Stockholm, as published 
by the Swedish Board of Trade. Of course, the proportion between 
the Swedish and the English inflation must be as the sterling rate 
of exchange in Stockholm to the par, which is 18.16. Thus the 
absolute Swedish inflation is calculated according to the formula 
LE 

S = pgYg . where E denotes the English inflation, calculated as 

above, and L the monthly mean sterling exchange in Stockholm. 

Simila’rly, the French inflation is calculated by the formula 
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— - , where P denotes the monthly mean Paris exchange in 

Stockholm, 72 being the par of this exchange. And the 

S 88 9 

German inflation is calculated by the formula , where 


B denotes the monthly mean Berlin exchange in Stockholm, 
88.9 being the par ; and the Russian inflation by the 
S 192 

formula —j £ — > where R denotes the monthly mean Petrograd 


exchange in Stockholm, 192 being the par. 

The results are given in the following table, and further 
illustrated by the diagram T. 


Tv 'flat ion. 


Month. English. Swedish. French Gorman. Russian 

1014: 7 100 100 5 90 8 100 4 101*2 

8 107-2 108-4 100*7 108 1 111 6 

9 108 9 111 7 109 1 111 2 113*2 

10 109 5 113 7 109 7 115 4 117*5 

11 108 2 113*2 107 1 118 4 121 7 

12 111‘7 118 1 109 8 120 1 132 4 

1915: 1 117*5 124 7 115 8 126 9 140*8 

2 12.3-0 131*5 122 0 136 1 143*0 

3 126 4 135*3 126 1 143*9 148 9 

4 129 1 133 1 130 0 146 8 151 5 

5 130*8 132 7 132*3 149 0 161 7 

6 129 7 129 5 133*3 148 0 168*8 

7 129 7 131 0 136*8 148 3 183*7 

8... 130 4 131 1 141*0 148*5 190 9 

9 131*4 131*1 143 4 J47 1 188 5 

10 134*1 132 1 145 6 149 9 195*7 

11 137 9 130 8 151 4 155 8 208*2 

12 144*3 134*9 157 6 172 7 227*4 

1910: 1 150*7 143 3 166 3 188 1 253 3 

2 154 9 115 2 172 1 196*7 249*5 

3 159*0 146 2 177-8 207*7 251 1 

4 165*7 146*8 186*9 210*7 265*8 
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A glance at the curves of this diagram shows that the different 
monetary standards are all exposed to the same depreciating 
influences, though a certain difference of degree is evident. 

The figures of the table may be said to represent the inflation 
of the different standards as it shows itself in the enhancement of 
prices in England and in the international rates of exchange. We 
may denote this inflation as the effective inflation. Now, it is of 
the greatest interest, on the basis of the theory exhibited in my 
earlier paper, to know how far this effective inflation corresponds 
to the relative increase in the volume of circulating means of 
payment or to what could be termed the inflation of the currency . 

I have been able to ascertain that there is, for the different 
countries, a general coincidence between the effective inflation 
and the relative increase of currency. For the moment I can give 
the full data only for Russia. The Imperial Bank of Russia 
publishes estimates of the total Russian circulation for 
the first of each month (Russian style). Taking means 
of these figures for a period of three years preceding the 
war, and assuming an unaltered yearly rate of increase, 
I have calculated monthly figures for the “normal circula- 
tion” during the period July, 1914, to April, 1916. For the actual 
circulation I have taken the figures as published by the Bank 
for 1914. For the later months 1 have taken the note circulation 
on the first of every month, and added a sum of 600 million roubles, 
which was the sum of metallic money in circulation at the 
beginning of 1915. Thereupon I have divided the actual circula- 
tion by the normal circulation and thus calculated the relative 
increase in the total volume of the circulation. 

In the table on the next page the figures of this “inflation of 
the currency ” i\ro put beside figures for the “effective inflation,” 
as given above. Both sets of figures are also illustrated by 
diagram II. 

The general conformity of both curves is striking. In the first 
period of the war, however, the inflation of the currency is greater 
than the effective inflation. This seems to be the case, generally, 
in most countries and indicates that, to begin with, a certain 
portion of the surplus currency issued was hoarded. For Sweden 
1 have been able to establish the same fact, and even to calculate 
the volume of hoarding, and to prove that this hoarding had 
already come to an end in February, 1915. In Russia the hoard- 
ing, to judge from the diagram, seems to have been going on to 
the middle of 1915. From this time the coincidence of the curves 
is almost complete, the only deviation worth mentioning occurring 
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Russia. 


Month. 

Increase 
of Circula- 
tion. 

Effective 

Inflation. 

Month. 

Increase 
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tion. 

Effective 
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1914: 7 .... 

...:. 99 3 
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6 ... 
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8 ... 
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7 ... 
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9 .. 
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8 .... 
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9 ... 
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264-4 
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Diagram II. 

Increase of Circulation. 
Effective Inflation. 


in January, 1916, when, however, the rouble exchange seems to 
have been exposed to adverse influences of a quite temporary 
character. n 

It might, of course, be argued that the old metallic currency 
does not any longer form a par" of the actual circulation of Russia, 
and, therefore, that the increase of the volume of the currency is 
smaller than indicated by the figures above. If such a diminution 
of the actual circulation has taken place, it seems to have been 
compensated by a reduction of the normal need for currency, 
owing either to reduced business activity or to loss of territory. 
The result is an increase in the volume of the circulation, over 
and above the need at the old level of prices, corresponding almost 
exactly to the effective inflation as calculated on the basis of the 
international exchanges and of the rise of prices in England. 

A similar correspondence exists for Sweden between the infla- 
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tion of the currency, for which I gave the figures in my former 
paper (p. 63), and the effective inflation as stated in the table 
above. But I cannot yet publish definite results on this matter. 

1 take this opponunity to correct the fig .ire for the English 
inflation given provisionally in my previous paper (p. 64). For 
January, 1916, the rate of inflation for England is 150.7, as given 
in the table above. This table also contains some minor correc- 
tion? in decimals of the figures previously given for 1915. 

Gustav Caused 



EX-SERVICE MEN ON THE LAND : REPORT OF 
DEPARTMENTAL COMMITTEE. 


New problems arising out of the war have been so immediate 
and so various that the general public has given little time to 
the consideration of questions which will not become acute until 
the war is over. But it is important to remember that time will 
not stand still. For some, at least, of these so-called peace 
problems it will be too late, when peace comes, to seek a satis- 
factory solution. Such a problem is that which was recently 
referred to the Departmental Committee on the Settlement and 
Employment on the land of discharged soldiers and sailors. 

Two things have become apparent in this war. The first 
is the importance from both a military and economic point of 
view of increasing the home-grown supply of food so as to render 
the country much less dependent on supplies from overseas. The 
second is the value to the nation of a vigorous, healthy population. 
The strength and virility of the race depends largely on the extent 
to which it is reared in the country rather than the town. It 
is with these considerations in mind that the committee 
approached their task. 

The first requisite of the case is to ensure the return to the 
land of the men who have left it in the course of the war. By 
the end of the present year more than a quarter of a million 
agricultural workers will have joined the forces, and it would 
be nothing short of a national disaster if after the war the sur- 
vivors of these men were not to return to the land. But over 
and above the esfential of bringing back those who were actually 
working on the land before the war, the demobilisation of the 
forces will afford a unique opportunity of increasing our agricul- 
tural population and again bringing up its numbers — so seriously 
depleted in the last forty years. But neither of these objects 
can be attained without a big change of policy. Before the war 
low wages, a dull life, and the absence of any outlook, were 
driving the farm labourer to seek more remunerative and attrac- 
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tive work in the towns and in the Dominions. During the war 
the family of the labourer who has enlisted has been receiving a 
separation allowance in many cases larger than the wages which 
he was earning before the war. The man himself has been fed^ 
in a way he never knew beforq. Above all, his mind has been 
opened, and he has developed initiative and learnt self-reliance. 
If the conditions of his life made him prone to leave it before the 
war, ten times more will those conditions make him loth to return 
to it after the war. 

Ruin to our agriculture stares the nation in the face if radical 
improvements are not effected in the conditions of the labourer’s 
life before Ihe time comes for his return. Time is the cardinal 
factor. The peace problem m m truth a war problem, for it must 
be solved during the war. 

The Committee reported first on Settlement because 
immediate action was necessary if land was to be acquired and 
equipped and the holdings got ready for occupation by the soldiers 
on demobilisation. Rut Settlement is only one part of the larger 
policy. A successful scheme of settlement in small holdings ‘pro- 
vides a much-needed objective in life at which every farm 
labourer may aim, a ladder by which he may hope to rise; and 
such a scheme is essential to any proposals for providing Employ- 
ment for ex-Service men on the land ; for there will be many men 
in the new armies who, while unwilling after their life in the 
fresh air to return to indoor occupations, would not be content 
to settle down permanently to the position of a farm labourer. 

The conditions which arc admittedly essential for success 
have never yet been combined in one scheme of settlement in 
this country. The small holdings established under the Act of 
1908 have been far more successful in certain countries than is 
generally known ; but there has been no systematic attempt in 
this country to ensure the co-existence in any one scheme of all 
those conditions, each one of which must be present if the highest 
success is to be achieved. It is peculiarly important that the 
State, in preparing its schemes for the settlement of ex-Service 
men, should not omit any one of the conditions of success, and 
for this much new machinery, legislative and Administrative, is 
needed. 

The financial position at the end of the war and the demands 
of the men themselves will both alike make it imperative that 
demobilisation should take place very rapidly. The period dur- 
ing which the men will have to be settled on the land will there- 
fore be a short one ; and in many other ways the conditions will . 
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be different from those which have affected the settlement of 
men in small holdings by County Councils in times of peace 
when time did not matter. If the difficulties are great, the 
^opportunity is greater. The report of tfye Committee, 1 in my 
opinion, puts forward a scheme which combines in itself all the 
conditions essential to success ; and the Government has now 
appointed Captain Charles Bathurst head of a department to 
carry it out. It is the first time in the history of British agricul- 
ture that such an attempt has been made officially. It is worth 
while to draw attention to these conditions, because none can be 
disregarded with impunity. 

1. The individual settler must be the right kind of man, a man 
of energy, industry and perseverance, who is ready and willing 
to learn. 

2. Men who have had no previous experience must be given 
some preliminary training before they are placed on holdings of 
their own. 

3. When the men have taken over their holdings expert 
guidance must be provided to assist- them in making them a suc- 
cess. And this expert guidance is wanted both in regard to the 
growing of the crops, or dairy work, or pigs or poultry : — ?.r., as to 
getting the best output from the land : and also as to the manage- 
ment of the business. Expert advice as to buying and selling 
and book-keeping is just as important as expert advice about 
cultivation. 

4. The settlements must be of sufficient size to accommodate 
a large number of small holders. Thus only can the proper 
business organisation which is so vital to the success of any 
scheme of settlement be obtained. If there is one factor in this 
country which more than any other prejudices the success of 
small holdings, it is the inadequacy of the arrangements made 
by or available to small holders for the distribution and market- 
ing of the produce. Each individual grower stands by himself, 
competing in jealous isolation with every other grower. The 
result of this system is that the middlemen force the growers to 
sell at a price out of all proportion to the retail price for which 
the produce is ultimately sold in the towns. But with a sufficiently 
large settlement and a sufficiently large area under cultivation 
the different small holders will be enabled to combine together 
to do their marketing without the intervention of middlemen on 
the proper terms, and ultimately, perhaps, may attain to the 
true co-operative ideal. 


Od. 8182. 
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Agricultural organisers and instructors appointed by some of 
the County Councils are doing excellent work, but their instruc- 
tion would reach many more men in much less time where a 
colony was established. Moreover, a sufficiently large colony 
can afford to bear the expenses of an expert resident among the 
settlers and ever ready to give the help and advice which they 
so often require. Another advantage of the large colony is that 
the dulness of English country life can be cured. If men are to 
be induced to settle on the land there must be provided foi them- 
selves, their wives and families, some of the social amenities that 
are to be found in the towns. This can only be done in a 
large colony. 

For these reasons the Committee has advised that for market- 
garden holdings a thousand acres should be the smallest settle- 
ment, for dairy holdings, or holdings for mixed farming, two 
thousand acres. These figures were chosen because it was 
thought that they would make it possible to have a village com- 
munity ot not less than a hundred families. 

5. Easy access to sufficient working capital is another vital 
necessity. Agricultural credit is a big subject, and there is no 
space in this short note for a discussion of it. But the proposals 
of the Committee should prove sufficient for the soldier colonies. 

Such is the essence of the scheme advised by the Committee. 
Their time will not have been spent in vain if their recommenda- 
tions form part of that bigger scheme for attracting a large popu- 
lation to the land, which, in the words of the report, is so urgently 
required at the present time, in view, not only of the obligations 
of the State to the ex-Service men, but of the highest interests 
of the nation as a whole. 

Leslie Scott 

(One of the Departmental Committee) 

May , 19! 6. 

• 

P.S., August 31st, 1916. — Since the above was written the 
Committee have reported on Employment, and in the Minority 
Beport signed by Mr. Gf. H. lloberts, M.P., the Hon. Edward 
Strutt and myself, the relation of Settlement — i.e ., the small- 
holding system of the country — to Employment is dealt with. 
May I express the hope that that report will be read by the 
readers of The Economic Journal? The Small Holdings 
Colonies Bill now in Committee in the House of Commons, which 
provides for only 400 settlers, is nothing more than a ballon d'essai 
for getting the administrative machinery for such colonies into 
working order. — L. S. 
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British Incomes and Property. 

The Application of Official Statistics to Economic Problems . By 
J. C. Stamp. (London : P. S. King, 1916. Pp. 538.) 

At least two reviewers would be required to do justice to the 
diverse merits of this work, which combines minute description 
of official regulations with comprehensive views on fiscal policy. 
We do not feel competent to appraise the accuracy of the descrip- 
tions. We shall, therefore, advert with some reservation to that 
large portion of the work which is devoted to the exposure of 
fallacies due to imperfect knowledge of details. With more con- 
fidence we shall praise the author’s skill in handling figures and 
his subtlety in the treatment of economic and social problems. 

Following an order suggested by these distinctions we begin 
by observing that the information compiled by Mr. Stamp will 
be useful and interesting to various classes of readers. The 
theorist who aims at reconstructing the income-tax so as to effect 
an ideally perfect graduation may find that it is not so easy as 
it seems on paper to shape the rough material of official statistics 
into forms of mathematical elegance. The tax-collector and all 
concerned with the administration of the Income-tax will be 
assisted in the exercise of them functions. They will realise the 
truth of the maxim laid dowm by historical economists, that in 
order to know what an institution is, you must know how it came 
into being. Our meaning may be illustrated by reference to Mr. 
Stamp’s description of the successive phases which have been 
passed through by the allowance for repairs under Schedule A, 
or the construction of farmers’ incomes under Schedule B or 
D, or abatements and exemptions generally. The historical 
retrospect is sometimes carried back to the early years of the 
tax. The statistics of Pitt’s Income-tax are interesting as the 
only example in this country of compulsory returns for all incomes. 
But Mr. Stamp seems to think that not much is to be learnt 
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with reference to the distribution of income at the present day 
from statistics relating to a period so remote, and perhaps not 
even then accurate. 

Mr. Stamp has employed his immense knowledge of details 
to detect errors occasioned by wait of such knowledge. He thus 
gives a new and impressive confirmation of the maxim that figures 
without facts — the statistics of one who is not conversant with 
the subject-matter — are illusory. One who taught that lessen last 
century. Lucas Sargant, in his collection of the “Lies of Statis- 
tics, “ gives an instance which typifies not a few o p the errors now 
under consideration. The deterioration of the race in large towns 
was argued on the strength ol‘ statistics which were interpreted 
to mean that “there are more than twice as many children born 
to each country-dwelling pair as (than) are born to each couple 
in Manchester.** On examination it proved that the number of 
biitlis given related not to married couples, but to marriages 
solemnised in Manchester and elsewhere. As Sargant puts it some- 
what coarsely: “Couples came into the city to be married and 
went back to breed.*' Similarly the statistics for Schedule E 
of the Income-tax, given separately for London, the rest of Eng- 
land, and Ireland indicate only where the assessments are made , 
not where the officials carry on their duty. The conclusion drawn 
by eminent Home-rulers that the number of officials in Ireland 
was (in 1909-10) 4,397, but in Scotland 944, is absurd. Their 
reasoning would prove that “while it required 944 officials to 
manage Scot land and 4,397 to manage Ireland and 82,896 to 
manage London, all the rest of England was managed by nobody ** 
(quoted by our author from Samuel’s Home Rule). So under 
Schedule D the investments of Irishmen in Irish companies are 
assessed not infrequently in London. The comparability of 
assessments relating to different times is rendered dangerous by 
changes in the proportion between gross assessment and the true 
income which remains after deduction of items figuring in 
the assessments. Well do the authors of the Inland Revenue 
Reports warn their readers against “an implicit reliance upon the 
inferences which the mere figures appear to warrant.’* The mere 
terms are equally deceptive. “Private dwelling-houses,” in the 
terminology of Somerset House, include many kinds of premises 
which would not commonly be thus denominated. A “farm- 
house ” is an equally deceptive term. The amateur is 
puzzled by distinctions without any apparent difference ; for 
instance, a Wesleyan or a Presbyterian minister is assessable 
under Schedule E, whereas a Baptist or Congregationalist is 
No. 103. — von. xxvi. z 
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assessable under Schedule D. In short, there are pitfalls every- 
where ; and few there are who do not fall into them. A list of 
those who hav* not escaped these dangers would include some 
of the most distinguished names in the roll of economic honour. 
Baxter, Bonar, Oolson, the Economist , Giffen, Goschen, Leone 
Levi, W. R. Lawson, Mallock, Palgrave, W. H. Price, Shaw- 
Lefevre, Snowden — they have all gone astray and fallen short 
of our author’s high standard of statistical perfection. One name 
only among those that are frequently cited by Mr. Stamp is 
conspicuous by its absence from the black list which we have 
compiled. We trust that we have not presumed an exception 
where none exists; that Mr. Stamp would not disallow our inter- 
pretation — like the guidwife who, when twitted with professing a 
doctrine so narrow as to include among the elect only herself and 
her guidman, replied that she was u nae so sure of John.” The 
position of John is possibly occupied by Dr. Bowley, not so much 
on account of his treatment of statistics as his treat- 
ment of official statisticians. To the strictures which 
have been made by Dr. Bowley and others upon 
the statisticians of Somerset House, Mr. Stamp replies : “Many 
of the criticisms urged against the income-tax statistics show a 
real failure to appreciate the genuine difficulties of the subject 

and its intractability for ordinary treatment Anyone 

who imagines that a taxed ‘ income ’ is — or can be — under the 
most ideal system, a simple objective fact like a death or a bale 
of goods or a cheque or a railway mile .... is asked to devise 
. . . . a scheme of taxation which shall fit all the complexity 
of modern life like a glove, pay over taxes without irritation, 
hesitation, or evasion, and yield statistics that a babe can 
handle.” 

Here naturally arises the question whether the author has 
himself committed any fallacies of the kind which he condemns 
in others. We can only say that we have been unable to detect 
any more serious slips than the following. First, we have to 
complain that our author sometimes uses a term or figure 
without any concurrent or previous explanation of its meaning 
— like an inattentive host who puts you beside a stranger 
without an introduction. You may perhaps find out in the 
course of conversation to whom you are talking ; eliciting by 
an inductive process what you would like to have been told at 
first. For instance, we read at page 90, with reference to a change 
in the method of assessment for Schedule B, “The most frequent 
pitfall brought about by the change in method is in the comparison 
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of aggregate assessments without allowing for the break of 
£37,000,000.” Do we read before or in the immediate context 
anything about this figure thus mentioned as if it were familiar? 
It is not till on a later page (p. 288, referred to, indeed, at the pas- 
sage quoted) that we find that £37,000,000 is an allowance made 
in one particular instance of the “pitfall” described generally 
in the passage quoted. Again, at page 340 allusion is made to 
“two preceding sets of figures,” which no doubt do precede in the 
journal which is quoted, but in our author’s version have to be 
interpreted by means of the table on a subsequent page (p. 342). 
On the latter page the reference to “this Royal Commission” is 
not very helpful, as a number of matters have intervened since 
the mention in an earlier page of the “R.C. on Agricultural 
Depression.” The most serious instance of this sort of ambiguity 
is the use of the symbol ± which occurs early and often in the 
book. No doubt the practice of statisticians justifies and 
explains the use of the symbol to denote “probable error.” But, 
on the other hand, Dr. Bowley, in an Address to which Mr. Stamp 
has particularly referred, uses the symbol in a somewhat different 
sense, to denote not the error which is as likely as not to have 
been committed, but the error against the commission of which 
the odds are about two to one. Further, Mr. Stamp employs the 
symbol in connection with the phrase, “range of doubt” (page 
405). There appears to us to be a range of doubt as to the mean- 
ing of this phrase. It might well designate not the “probable 
error,” but an improbable one, so large as to be practically impos- 
sible, say four times the probable error as usually defined. Com- 
pare Mr. Stamp’s expression, “margin of possible error” (page 
13). We were in real doubt as to the author’s usage of the symbol 
until we found it almost at the end of the book used in connection 
with the term “probable error.” One or two other ambiguities 
are due to misprints of the kind which makes not nojisense, but 
an absurd sense, which might conceivably be attributed to the 
author. A mistake of this kind was made in printing the beauti- 
ful line in which Tennyson includes all the varied subjects of 
Virgil’s Georgies : — 

“Thou that singest, wheat and woodland, tilth and vineyard, 
hive and horse and herd.” 

One may imagine how annoyed the poet was to find that the 
printer, puzzled by the unfamiliar word “tilth,” but presuming 
that it had something to do with agriculture, had put down 
“tithes.” With similar feelings Mr. Stamp will find at his 
page 368 among the estimates of rents paid to absentee Irish 

z 2 
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landlords, 1691, £136,000; 1729, £627,799 (prior); . . . 

A hasty or uninformed reader might interpret the parenthetic 
“prior” as denoting the period 'previous to 1729. But, of 
course, the reference is to Thomas Prior, the author of List of 
Absentees of Ireland . Again, at page 83 and context, Mr. Stamp 
is arguing that though the farmer in Scotland used to pay only a 
third of the gross assessment, while the farmer in England paid 
a half, there was not so much difference, there tended to be an 
equality in the real burdens of the tax, since ceteris paribus the 
gross assessment was larger in Scotland. A misprint of “3” for 
“2 ” (at line 2 of page 84) makes him appear to verify the argu- 
ment by falsifying the arithmetic. Such are the only errors which 
our unusually severe scrutiny has detected. They are of a kind 
which can be altered by a stroke of the pen, and will no doubt 
disappear in a second edition. , 

Mr. Stamp does not confine himself to the negative result 
obtained by refuting fallacies. He is not like the officials of 
whom Dr. Bowley complains, content as it were to erect boards 
warning statisticians and journalists that there was Danger. Mr. 
Stamp has mended the public roads, so that, if we may use 
the language of prophecy, in future the way-faring men shall 
not err therein, “though fools,” or at least though not as wise 
as Giffen and others for whom the old, unmended highway 
proved unsafe. One of our author’s most useful tasks is to 
“purify” the figures in such wise as to allow of the comparison 
between incomes at different periods. Thus, under the head of 
“Taxable Income” he shows (Table G, 4) the true comparative 
series of figures computed first on the conditions of 1871 to 1893 
(with £150 exemption limit and no repairs allowance^ ; and 
secondly, on conditions since 1894 (£160 exemption limit and 
repairs allowance); in place of the official figures hitherto 
generally used for comparative purposes, but not properly adapted 
for such use. It would be interesting to exhibit the difference in 
the rate of growth presented by the different methods of compu- 
tation. For a beginning, we find that, taking the three years 
1853-4, 1854-5, 1855-6 as a base-period, with index-number 100, 
the index -number for 1913-14 is, according to the official figures, 
378 ; according to Mr. Stamp’s first computation 450 ; according 
to his second, 469. In the construction of tables adjusted so as to 
exhibit consistent sequences Mr. Stamp occasionally used mathe- 
matical methods of interpolation ; but in many instances he 
thinks “they do not give results so consistent and accurate as 
a freehand method which follows, on a technical instinct, the trend 
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of each series of figures, and duly observes the numerous checks 
and Hmits afforded by other branches of the statistics.” He 
employs mathematical constructions of a simple style appropriate 
to the character of his materials — less perfect than biological and 
physical statistics. Thus he makes frequent use of “Pareto’s 
law,” representing the distribution of incomes. He has employed 
an interesting method for obtaining a datum required in one 
of his ingenious investigations on the distnbution of income and 
related subjects. In order to find that amount of rental which 
makes it an even chance that an occupier of a house of that 
rental should have an income of £160 or more the author put 
the question to many official acquaintances, and thus obtained 
forty “semi-statistical” observations, the grouping of which 
allows us to accept with confidence the average £28 10s. as the 
required figure. We notice that in the problem of determining 
the relation between ‘ncome and house-rental Mr. Stamp has 
derived much assistance from the unpublished statistics of his 
friend Mr. Cowcher. We hope that these tantalising statistics 
will not remain unpublished. 

The logic of statistics is applied by Mr. Stamp to economic 
and social problems, in conjunction with other powers*, th'e 
organon of economic theory, and the speculative instrument of 
greater delicacy which is required for adjusting the burden 
of taxation, considered not merely as an arithmetical problem, but, 
as Mill says, having regard to the “wants and feelings” of the 
tax-payer. Thus, in order to determine the taxable capacity of 
Ireland, one of the problems treated by Mr. Stamp, the first step 
is io ascertain the ratio between the respective national incomes 
of Great Britain and Ireland regarded as numerical quantities. 
Mr. Stamp’s scrutiny of the relevant income-tax statistics brings 
to light the surprising circumstance that advocates on the side 
of Ireland have under-rated her claims. They have u^ed the gross 
assessments, the total incomes reviewed for the two countries as 
data for the determination of the required ratio ; nol noticing that 
the proportion of (gross) Schedule A (and B) hears a much higher 
ratio to the total in Great Britain than it does in Ireland, and that 
this difference is significant because Schedules A, B include the 
whole gross income from land and property, while in the other 
schedules the exempt income for the most part does not figure. 
Making the required correction, Mr. Stamp finds that the ratio 
which Professor Oldham, on the basis of the gross figures, gives as 
25 to 1 ought to be, in respect of this correction, 29 to 1. But 
this is not the only correction required. A more serious mis- 
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take has been committed (with respect to the older figures) in 
treating the assessments in Schedule B as representing incomes 
instead of annual values representing three times the taxable 
incomes. But even if we could ascertain the true proportion 
between incomes we should still be far from having determined 
the contribution which may properly be demanded from Ireland. 
What alleviation is required by the circumstance that a large por- 
tion of the Irish rental — one-third, according to Lord Milner — 
goes to England, and that another large fraction of the annual 
value of Irish land goes as interest to the Treasury or to English 
lenders? Mr. Stamp argues ingeniously that this circumstance 
would make no difference if the whole revenue were raised by 
the income-tax. But so far as the revenue is not raised by 
income-tax, or other taxes shiftable to absentee consumers , the 
drain must be allowed for in judging of the taxable capacity of 
Ireland. A more speculative question is raised when it is con- 
tended on the one side that the Irish surplus above the minimum 
of subsistence is less, and on the other side that the minimum 
required for subsistence and efficiency in Ireland is less than the 
corresponding amounts for Great Britain. Mr. Stamp, after 
weighing the arguments of Giffen and Sidgwick, Sir 0. Hamilton 
and Professor Bastable, concludes : “For my own part I think 
that although the adjustment [made by Giffen and others in 
favour of Ireland] may be criticised, they contain a much smaller 
net error than the unadjusted figures and give a closer approxima- 
tion to the truth.” A cognate difficulty is raised by the question : 
What weight is to be attached to the circumstance that a larger 
proportion of the Irish taxable income is made up of small 
incomes, which, according to the existing system of abatements, 
are taxed at a lower rate? Mr. Stamp well says “it is a mathe- 
matical corollary from the marginal and progressive principles 
that the capacity of wide extremes is greater than that of 
[a set of incomes with] the same average distributed more 
evenly.” He proposes as the best method of giving effect to this 
principle “to divide the total gross assessed income by the total 
duty paid in respect of it and obtain a factor which will be low 
if there are many rich people and high if there are not.” The 
reciprocal is then to be used as a multiplier for the totals (after 
they have undergone a certain adjustment). 

Statistical methods principally are required for another of the 
problems discussed, to determine the value of land over a period 
of years. In bringing under our notice the extremely discrepant 
estimates of site value made by good authorities our author may 
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have had in view the speculative difficulties connected with the 
subject which he has considered in his article on Land Values 
and other articles in the Economic Journal. 

National Capital would require only statistical methods for the 
measurement of its amount if capital consisted only of material 
objects, business fittings, machinery, or — with reference to the 
classes who do not pay income-tax — workmen’s tools or coster- 
mongers’ carts. And we arc still in tne region of objective 
statistics while we follow Mr. Stamp’s acute disquisition on the 
“ multiplier ” proper to discover the total amount of property 
from the statistics of the estate duty. But what are we to say 
about the variation in the capital value of objects corresponding 
to changes in the rate of interest? In what sense has the value 
[of land] diminished from 2,000 millions in fhe ’seventies to 
perhaps a 1,000 millions at the present time? The “Gfiffen 
method” does not take into account prospective increase of pro- 
ductivity ; as pointed out by our author in the Journal of the Jloyal 
Statistical Society last year. Again, the Griffen method does not 
take account of non tangible wealth, personal capital invested in 
doctors, teachers, and preachers. “A very real step forward in 
the national wellbeing may take place while the GifTen measure- 
ment is stationary.” Then there is the value of living capital , 
estimated as some five times the value of dead capital by Pro- 
fessor Nicholson in a well-known article in the Economic 
Journal for 1891 (on “Living Capital,” not on “Strikes and Social 
Problems,” as misprinted in the work before us). Mr. Stamp’s 
comment on these refinements is characteristic. “Except as a 
warning that the GifTen valuation cannot give the full story of 
notional welfare, these considerations of an ultimate character 
are of doubtful value in relation to the practical aims of that 
valuation, because they complicate and diffuse the ordinary issues.” 

So with respect to the “National Income” he seems to con- 
sider that the figures representing exchange value are “sufficiently 
stable and homogeneous. ... for all ordinary purposes”; 
while fully admitting the justice of Dr. Bowley’s remark as to 
the difficulty of attaching a perfectly definite meaning to the 
term “total national income.” As Mr. Stamp points out, “the 
marginal significance of £ 1 to a rich man is different from what 
it is to a poor man ; therefore, it is fallacious to say that a service 
that is rendered only to rich men is equal to and exchangeable 
for a service that is rendered only to poor men , simply because 
each costs £1 in money.” Very felicitous is Mr. Stamp’s reply 
to the common objection that “when a rich man with £20,000 a 
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year employs a secretary at £500, and the secretary employs a 
gardener at £50, it is fallacious to reckon the aggregate income at 
£20,550.” But, replies Mr. Stamp, “the services of all three exist 
and are measured in money terms at these values. One might 
as reasonably say that there is only one Japanese box because 
all the smaller ones fit inside it one within the other.” The 
part played by usage and convention in settling the denotation of 
the term “income” is thus happily illustrated: “We do not 
regard the ‘ annual value ’ of our furniture as part of our incomes, 
but if it were a general custom to hire furniture by the year . . . 
we should probably look at the matter differently. ... If A at 
Reading lets his furnished house to B from Brighton, and takes a 
furnished house from C at Torquay, who in turn lives in B’s 
house, the real position is not changed, and yet the taxed incomes 
go up by three rentals of furniture ! ” The passage recalls the 
acute remark made on an earlier page (p. 84), that one who rents 
a park or “beauty farm,” which yields no produce beyond the 
satisfaction of looking at it, pays an income-tax under Schedule 
B, which is not a tax on profits, but akin to a carriage licence — 
a unique feature in the income-tax. 

Such subtlety of thought is not often associated with a 
mastery of the details of office. 


3<\ Y. Edgeworth 



EE VIEWS 


1 Inflections on Violence. By Georges Sorel. Translated with 
an Introduction and Bibliography by T. .11. E. Huhne. 
Pp. xvi., 299. (London : George Allen and Unwin. Cash 
price in Great Britain 7s. 6 d.) 

This is not a book that one would naturally expect to find 
exposed in what M. Sorel would call the “drawing-rooms” of 
economists- -or for the matter of that in any well-regulated draw- 
ing-room. Economists may indeed, be expected to take a more 
or less detached interest in a book that might be supposed to 
elucidate the aims and methods of Syndicalism ; but though the 
work before us is acclaimed by its sponsors as “the classic 
of Syndicalism,” it could hardly be described as a guide to Syndi 
calism — except on the view that Syndicalists have builded better 
than they knew. It is a philosophical interpretation of the Syndi- 
calist movement , and, as we all know, the result of philosophical 
interpretations is not always recognised by those that are inter- 
preted. M. Sorel does indeed concentrate attention on some of 
the more distinctive ideas of Syndicalism — the idea, for example, 
of the class-war, and of direct as opposed to parliamentary action, 
as also (if more incidentally) on the significance of the approach 
to Socialism from the side of the producer. But the idea which 
really attracts our author — and the idea around which he groups 
all the salient phenomena of Syndicalism — is the significance of 
proletarian violence, which, while it is the clearest manifestation 
of the class-war, is itself most clearly manifested in the idea of 
the general strike. The result is that these “Beflections” have 
a somewhat wide and indefinite range, being concerned quite 
generally with the “function” of violence as an (or even the) 
ethical agent in progress. For to M. Sorel violence is good, both 
as an end and as a means : violence is at once the condition and 
the essence of the higher morality or “the sublime in ethics.” 
This sublimation of violence as a kind of moral tonic and renewer 
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of “lost- energies ” (of which M. Sorel would find in these years 
of shock a rather nearer instance at hand) raises questions which 
would carry us rather far afield into the domains of psychology 
and ethics, of religion and philosophy : and this is hardly the occa- 
sion for such an attractive excursion. It is not, of course, the 
first time that the cleansing and invigorating powers of war have 
been contrasted with the corruption and torpor of peace, or that 
metaphors from warfare have served as the vehicle of moral 
parables : what is peculiar to M. Sorel is the new or at any 
rate rather unfamiliar setting which he gives to the idea of 
violence — the spiritual affinities, for instance, which he finds 
between proletarian violence and the philosophy both of Proudhon 
(whom he rather closely resembles) and of Bergson. But M, 
Sorel is equally notable for the violence he himself does to analo- 
gies. It may be said, indeed, of him what he himself says in a 
particular context of Renan — he seems to have “ identified too 
readily” morality and war and “fallen a victim to a figure of 
speed) ” — to such an extent indeed that an element of truth 
becomes distorted into an untruth, into a falsity of extremes. On 
the other hand, the discerning reader will be able to sift the grain 
from the chaff (it is emphatically not a book for the young), and 
may then find that M. Sorel ’s polemic against “moderation” and 
“compromise,” “arbitration ” and “opportunism,” lias more than 
a negative value ; that his argument, stripped of the extravagance 
of its trappings, has a really arresting and illuminating quality ; 
and that in any case it has the rare and supreme merit, of forcing 
the reader to think — and to think furiously. His book is at once 
original and thought-provoking. 

But we are here concerned with the economic setting (or 
rather foundation) of the doctrine. To do justice to it, we must 
discount— rather heavily — the disorderliness, not only of the 
language (in a parliamentary sense), but of the method. M. 
Sorel has only one argument for an opponent, and that is a 
bludgeon. But there is probably a method in what might other- 
wise be dismissed as n^ere literary sabotage. The whole argu- 
ment consists in an inversion (if not perversion) of ordinary 
values : democracy, for instance, is regarded as nothing more nor 
better than the happy hunting-ground of jobbers and place- 
hunters, and it is a part of his case that politicians should be 
represented as ex vi termini, not only so many fools, but so many 
knaves. It would seem as if he who preaches violence must him- 
self be violent ; and M. Sorel is not singular in his capacity to 
confound the essence of democracy with the abuse of it. Nor will 
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the ordinary reader be inclined to have much patience with the 
naturg and method of the argument itself/ This way, he will 
think, madness lies ; but if he perseveres he will not only be- 
rewarded with apergus of genuine penetration, but will discover 
that there is a method in the madness. There are many strands 
in the author’s philosophy of violence, and much of the plausibility 
of the argument is derived from the fact that the term itself is 
so imperfectly analysed that it is made to cover a rather motley 
multitude of spiritual affinities. But regarded as a philosophy 
of Syndicalism its thesis may be reduced to the proposition that 
the essential ^doctrine of Marx can only be fulfilled through the 
idea of the general strike. The destruction of Capitalism will not 
come about by itself as by some kind of inner necessity : it can 
only come about by the class-war carried to the fullest pitch of 
intensity and self-consciousness. Capital and Labour must raise 
their offensives to their highest power, and must, appear as irrecon- 
cilable forces preparing for a final and catastrophic collision. In 
this lies the significance of proletarian violence : its peculiar 
value (quite apart from its high ethical quality) consists in the 
fact that it enlightens the idea of class warfare just as it is in> 
its turn enlightened by the idea of a general strike — this being 11 * 
the form in which it is fully and finally consummated. Hence 
it is that the idea of a general strike has all the revealing and 
compelling power of an apocalyptic vision — of a second coming. 
In the well-known language of the author it is of the nature of a 
“myth in which Socialism is wholly comprised — i.c., a body of 
images capable of evoking instinctively all the sentiments which 
correspond to the different manifestations of the war undertaken 
by Socialism against modern society.” And the educative value 
of this particular myth lies in its demonstration of the fact that 
this world can only be taken by violence, and that the way of 
“social peace” is paved only with good intentions at the best. 

If we ask M. Sorel what kind of society the workers will put 
in the place of the State and of Capitalism, or how violence is 
as fitted to create as to destroy, he replies : “from this point of 
view all the old abstract dissertations on the Socialist regime of 
the future become useless : we pass to the domain of real history, 
to the interpretation of facts — to ethical valuations of the revolm 
tionary movement : and it is to violence Socialism owes those higli 
ethical values, by means of which it brings salvation to the modern 
world.” M. Sorel has, in fact, a new beatitude — blessed are the 
violent for they shall inherit the earth — and his criticism of con- 
temporary Socialism is in effect that it is not violent enough. 
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It would really seem in the end that M. Sorel’ s whole 
philosophy (or religion) of violence lies in a confusion or mix- 
ture of values. He is continually passing from a popular to an 
unpopular and even esoteric use of the conception ; and it is only 
in this way that he can regard violence as having in itself a crea- 
tive value. It is to M. Sorel a real energy of the soul, “a striving 
after perfection,” an assertion of individuality ; and so we find him 
insisting on “the great resemblances between the sentiments 
aroused by the idea of the general strike and those which are 
necessary to bring about a continued progress in methods of pro- 
duction.’ * He attributes to violence, in fact, the rdle of what Keats 
calls “making souls” ; it constitutes indeed “the soul of the revo- 
lutionary proletariate,” but it is a soul which is also fitted by 
revolutionary Syndicalism — the greatest educative force that 
society has at its disposal — to carry out an “industrial revolu 
tion.” 

“There is only one force that can produce to-day that enthusiasm without 
whose co-operation no morality is possible, and that is the force resulting 
from the propaganda in favour of a general strike. The preceding explana- 
tions have shown that the idea of the general strike (constantly rejuvenated 
by the feelings roused by proletarian violence) produces an entirely epic 
state of mind, and at the same, time bends all the energies of the mind to 
that condition necessary to the realisation of a workshop carried on by free 
men, eagerly seeking the betterment of industry. . . . Wo have, then, the 
right to maintain that the modem world possesses that prime movevr which 
is necessary to the creation of the ethics of the producers.” 

This is perhaps the most significant passage in which M. Sorel 
attempts to establish a new economic harmony (out of discord) : 
it has the merit if it also has the defect of the older ones. We 
may well ask why and how “violence” (which is also called 
“brutality”) has this effect. And the answer must be because 
it is not merely violence. The truth is that M. Sorel makes 
little or no attempt to analyse the nature of violence or of “war.” 
That there is a truth in his doctrine — and a truth of more than 
negative value — is undoubted ; but the argument is vitiated hv 
the confusion of a part of the truth (even if it may be the part 
that is in most danger of neglect) with a whole truth. His “Re- 
flections ” have the defect, if they also have the merit, of one- 
sided emphasis : as a protest against facile optimism and the false 
prophets who cry peace where there is no peace, they go far to 
justify the pessimistic conception “on which the whole of the 
study rests.” M. Sorel’s book is a challenge of an unusually 
uncompromising kind to much in our modern thoughts and prac- 
tice that seems to have become divorced from realities. On the 
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other hand, one abstraction cannot be corrected merely by the 
substitution of another. It is a synthesis of the extremes that 
we miss in these Reflections on Violence ; but this need not affect 
our appreciation of the extreme which M. Sdei has given us — 
and in such full and exuberant measure. 

Stdney Ball 

International Finance. By Hartley Withers. (Smith, Elder 
and Co. 1915. Pp. viii + 181. ( 6s 6d. net.) 

Mr. Hartley Withers fills now, for the advantage of 
the general public, the role immortalised by Bagehot. With a 
similar rare aptitude for telling phrase and arresting' epigram, 
these two writers have known how to express a close acquaintance 
with the practice, and acute appreciation of the theory, of the 
“money-market ” in perspicuous speech. Technicalities become 
attractive and intelligible when handled by such masters ; and so 
easy and convincing seems their agreeable explanation that readers 
end with some surprise that in their first approach towards this 
subject they should have been dismayed by difficulty or checked by 
doubt. And yet “ what the City really does ” and “why it is the 
centre of the world’s Money Market ” do not cease to form a 
marvellous and intricate narrative ; and, in spite of Mr. Withers’ 
frank apoiogy for traversing in his last book “a good deal of 
ground covered in earlier efforts to throw light on the machinery 
of money and the Stock Exchange,” we feel that repetition, in this 
case, does not forfeit the charm of freshness, and that much of 
what he says here once again, with such lucidity and force, can 
hardly be over-emphasised. 

The few chapters of this short book offer a tempting oppor- 
tunity for laudatory comment ; and we are not disposed to criticise 
the author for his cheering optimism on the future prospects of his 
country in the sphere of international finance, or to deprecate the 
buoyant adroitness with which he removes black paint from the 
received description of financiers. He is not indeed blind to the 
chance now opened to the United States by the predicament of 
belligerent European countries for financing enterprise, especially 
in South America, which was previously dependent, chiefly upon 
England, for its capital. Nor does he fail to acknowledge those 
evil possibilities of international finance to which a special chapter 
is devoted. But, nevertheless, he maintains emphatically that 
finance is “a very much cleaner affair than either law or politics ” ; 
he argues that financiers are as a rule human, not inhuman, 
persons, averse to wars, from which they are less likely to derive 
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benefit than harm, and lie contends that in the majority of 
instances the admitted power of great issuing houses, underwriting 
foreign loans, is accompanied by a strict regard for the main- 
tenance of their acquired repute where that is possible. Similarly, 
he believes that recovery from the destruction of the war on the 
European continent may very probably be swift ; and he hopes 
that, if due attention be paid to the imperative need of appro- 
priate economy in other ways, the immense war expenditure of 
England, and her concentration on the output of munitions, will 
not dethrone the London Money Market from its past supremacy. 
It is, as he urges, a good and not a bad result that neutral countries 
should be forced at the moment to curtail their former demands, 
, so freely met, for unlimited capital, and should become creditors 
rather than debtors ; and the use of the bill on London as inter- 
national currency rests fundamentally, he conceives, on the diffu- 
sion and extent of English trade. 

In such a revelation of the nature and significance of the 
foreign exchanges as centred hitherto in London, and in his 
account of the “rotatory’' manner in which advances by the Bank 
of England are generally reflected in corresponding alterations in 
the figures of its deposits, and the danger of an internal crisis is 
thereby mirnimised or removed, Mr. Withers reinforces in this book 
some pertinent truths he has discovered and presented previously. 
But we do not think that in his earlier essays he has exposed so 
instructively and conclusively as now the fallacies of the 
socialistic onslaught upon capital. As he argues, the need for 
capital would not depart with the substitution of a socialist regime. 
But the State would, if it is to continue to exist, have no alter- 
native to the exercise of a compulsion upon all its members to be 
capitalists. Aristotle’s ideal, in fact, of individual possession 
accompanied by common use is realised in the present economic 
order through our modern banking system. Investment, or 
saving, is not, in the civilised countries of the present day, the 
antithesis of spending ; but the control of expenditure passes 
thereby in effect for the time into the hands of those who, using 
the funds placed at their disposal more commonly for internal 
than international business, promote the general trading and manu- 
facturing activity of the community at large. International 
finance brings also a balance of advantage to the wprld. By thus 
visualising the wonder-working machinery of the Money Market 
Mr. Withers conveys to his contemporaries $uch enlightening and 
heartening doctrine as that which Bagehot rendered incontestable 
to his own generation. He exhibits, too, in his reasoning, we may 
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add, that admirable quality of “animated moderation/’ which, 
in a characteristic epigram, his predecessor and exemplar assigned, 
as their distinctive possession, to typical Englishmen. 

L. L. Price 

Foreign Exchange and Foreign Bills in Theory ana in Practice. 
By William F. Spalding. Pp. 215 -f xii. (Sir Isaac Pitman 
and Sons. 5s. net.) 

Mr. Spalding knows much more about the actualities of deal- 
ing in exchange than ninety-nine out of a liundreu of those who 
have written afcout it, and his book is a mine of information for 
those who want to know about these actualities, and bring to its 
perusal knowledge enough to enable them to understand it. 
This latter condition is lamentably relevant, for like so many 
others who have practical knowledge, Mr. Spalding has not 
yet arrived at the degree of expository skill which is required to 
enable him to spread a feast digestible by the uninstructed 
stomach. Some day, we mr«y hope, he will do so, and then he 
will write one of the best, if not the very best, book ever written 
about Foreign Exchange. He believes now, apparently, that he 
is writing for the person whom he describes as “that illusive 
friend of the politicians— the man in the street ” ; and he promises 
that “throughout this book the author imagines himself in the 
position of the person with no previous knowledge of the subject,” 
and that “every effort is made to demonstrate the various divisions 
step by step in a manner capable of being understood by the 
veriest tyro.” Probably the tyro of to-day is a person of much 
greater acumen than we old fogies are ready to believe, but even 
so I fear that not many specimens of the genus, with Mr. Spald- 
ing’s book as their only mentor, could blast their way successfully 
into the rich mine that it contains. 

In the first place, Mr. Spalding, suffering from th*at stock of 
complete knowledge of his subject which is so dangerous to the 
inexperienced instructor, forgets that the man in the street does 
not know what a bill of exchange is. The nearest approach to 
an explanation or definition, in the early pages of the book, 
is a statement that “the first essential in any form of inter- 
national currency is that it shall be convertible into the 
money of the country to which we send it, at the will of 
the holder. The instrument above all others endowed with 
this quality is the bill of exchange, under which generic 
term are included demand drafts, cheques and bills of exchange 
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payable at so many days after sight or date.” The tyro is left 
gasping, and now wondering, not only wliat a bill of exchange 
is, but what is meant by a demand draft and a cheque, not to 
mention the mystery of ‘‘sight or date.” It is true that on an 
earlier page Mr. Spalding has advised his readers to “regard bills 
of exchange as representing a definite commodity — a debt.” But 
this does not go far to enlighten the ignorant inquirer, and may 
indeed be questioned as a slightly misleading statement, since 
until a bill has been accepted it is a claim on a debtor rather than 
an acknowledged debt. 

From other passages it appears that Mr. Spalding is so fami- 
liar, from daily intercourse, with his subject matter that the need 
for thinking it out clearly, before it can be expounded to others, 
has not occurred to him. In dealing with the exchange rela- 
tions between England and Australia he tells us that “we find the 
Australian exchange to be governed by seasonal influences, of 
which the principal are the wool and grain exports. The wool 
season commences in October and lasts until February ; grain 
exports also continue for about the same period, and arising from 
this activity in the export trade, there will be a heavy influx 
of money into London represented by bills of exchange. In this 
case the Australian banks here have a plethora of funds.” Faced 
by these statements a conscientious tyro might well be excused 
for despairing, and would certainly be justified in being wholly 
bewildered. In the first place he is not told which of the two 
countries concerned is the exporter. Probably he will know that 
it is Australia, but those who write for tyros are apt to mislead 
them if they expect them to know anything. But what will baffle 
an ignorant student most hopelessly is the discovery that in con- 
sequence of the large export of goods from Australia to England 
“there will be a heavy influx of moimy into London, represented 
by bills of pxchange.” Any student will know that if he buys 
a large quantity of goods the result is not a large influx of money 
into his purse, and he will wonder how it can be that oversea 
trade has so different an effect and is so comfortable for the pur- 
chaser ; and it is likely enough that he will come to the conclusion 
that he must have been wrong about Australian trade, and that 
England must have been the exporter after all. This “influx 
of money ” is not, of course, money at all in the sense in which 
it will probably be understood by the tyro, but claims for money. 
Their influx makes no difference to the volume of money in 
London, unless it leads to gold shipments, and so reduces it. 
They are claims on the importing merchants, which being pre- 
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sented and honoured, lead to a transfer of money from them, or 
their bankers, to the Australian banks in London, who will hold 
it here until they sell drafts against it in Australia or buy drafts on 
Australia with it here, or buy gold with it here for shipment, or 
otherwise dispose of it. These bills are no more money than the 
tradesmen’s bills which we get at Christmas time are money. 
From the tradesmen’s point of 'dew the latter are money, in the 
sense that they are hoped to be going to produce some from us ; 
from ours they are demands for money, and so are the wool and 
wheat bills that come from Australia to London, from the point 
of view of London. 

If the student can get over these stiff fences in the earlier 
chapters he will find in the last quarter of the book a good deal 
of' explanation of the various kinds of bills that will go far to 
clear up his mystification. The book is full of useful and interest- 
ing information for those who can understand it, and when Mr. 
Spalding has once realised how very obscure and difficult to the 
lay reader is the subject of which, his mastery is so complete he 
will easily, by reforming his methods of arrangement, and giving 
more attention to clearness of thought and expression, take his 
right place as an exponent of the mysteries of exchange. 

Hartley Withers 

Elements of Foreign Exchange. A Foreign Exchange Primer, 
by Franklin Escher, Special Lecturer on Foreign 
Exchange at New York University. Fifth Edition. Pp. 
160. (Effingham Wilson. 45. net.) 

Mr. Franklin Escher is a practised and skilful expositor, and 
his primer of exchange is already well-known as one of the 
clearest and best. In welcoming the fifth edition of this excellent 
little book, I can only express regret on finding that it was a 
mere reprint, since Mr. E seller’s views on the exchange problems 
produced by the war would have been timely and instructive. 
Perhaps the next edition will contain them. Let us also hope 
that it will contain an index, the lack of which in such a work is 
really a crime. 

Hartley Withers 

Foreign Exchange: A Study of the Exchange Mechanism of 
Commerce . By Harry Gunnison Brown. (New York : 
The Macmillan Company. Pp. x + 153.) 

New light on the problems of foreign exchange is always 
welcome, and Mr. Brown’s contribution to the subject is a care- 
No. 103. — VOL. XXVI. a a 
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ful piece of work. It is, however, rather too abstract and 
theoretical to be a useful guide to the uninstructed student, and 
to the economic expert it does not furnish much novel informa- 
tion. It opens with an explanation of the use of money and credit 
which does not break any new ground in this oft-ploughed field, 
and the succeeding description of the machinery of exchange is 
largely based, with full and due acknowledgment, on Mr. Frank- 
lin Escher’s exposition of the same subject in his “ Elements of 
Foreign Exchange.” It cannot be said that Mr. Brown's effort 
Is by any means an improvement on Mr. E seller* s. The latter is 
much simpler, more practical, and, above all, more readable and 
comprehensible, and the net result of Mr. Brown's version is to 
produce an academic and doctrinaire atmosphere in a picture 
which the earlier artist had left full of dry light. 

In his preface Mr. Brown claims that “in the last chapter 
emphasis is placed on the fact, ordinarily passed without mention, 
that whatever may be the relation or non-relation of the currency 
of a country to the currencies of other countries, its trade with 
them cannot all be either an export or an import trade for any 
great while without introducing a tendency to a reverse flow or 
equilibrium.” It certainly is not usual to discuss what would 
happen to a country which did nothing but sell to, or nothing 
but buy from, other countries, because these things do not happen, 
and if they did they would certainly and obviously stop sooner 
or later — -which seems to be the meaning of Mr. Brown’s dis- 
covery. But it has been said often enough that a favourable 
or unfavourable exchange tends to correct itself by stimulating 
imports and discouraging exports and vice versd , and this is the 
actual and practical truth that Mr. Brown has distorted into an 
academic truism. If it takes 25f. 30c. to make a pound, English 
merchants will be less eager to sell goods to France than when 
they can get a pound in exchange for 251*. 12c., while French 
merchants will be eager to turn goods into sovereigns, and then 
turn each sovereign into 25f. 30c. But this is mere crambe 
repitita of the text-books. 

Hartley Withers 

International Trade. By H. Gr. Brown. (New York : The 
Macmillan Co. Pp. 193.) 

This book is a republication of Part II. of the author’s “Inter- 
national Trade and Etchange,” the first part having dealt with 
Foreign Exchanges. The present volume is almost entirely con- 
cerned with the question of Protection, which the author attacks 
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on the traditional lines of English abstract economists. The book 
gives verj careful and painstaking analyses of the interactions of 
protective duties, carrying out more thoroughly than J. S. Mill 
succeeded in doing the examination of the problem of gains and 
losses from protective tariffs, something after the manner of Pro- 
fessor Edgeworth’s articles in the Economic Journal, Vol. IV., 
but without the aid of diagrams. On the whole, the analysis, 
ar far as it goes, seems good, but the author deals rather inade- 
quately with the case of “increasing returns,” including the par- 
ticular case of “infant industries.” In the discussion of the less 
complex but still difficult problems of industries with increasing 
cost, or decreasing returns, the author appears to omit the 
important fact that the revenue which the protecting country 
obtains is not lost to that country. At least, this point is not 
clearly examined and its bearing on the balance of gain and loss 
pointed out. 

The arithmetical method of illustration which is used does 
not, in fact, lend itself to a really exhaustive treatment of these 
intricacies, more especially when the author tries to take account 
of the advantage in the rate of exchange of home for foreign 
goods resulting from a protective tax on part only of the imports. 

There is altogether a very decided “before the war” atmo- 
sphere about this book, which evidently was written in the main 
both before the war and for American readers. It is flattering 
to find English Free Trade so thoroughly recommended, but it 
is to be feared that readers in this country may, perhaps unjustly, 
be prejudiced against a book which gives so little attention to 
the political and military considerations which circumstances 
have now thrust into prominence. Such discussions as those of 
this book are at least, however, the necessary preliminary to any 
proper understanding of tariff questions, and it may be recom- 
mended to those who wish to think things out clearly, with a 
caution against assuming that the Iasi word lias been said on the 
problems, even from the purely abstract point of view. 

To examine the problems dealt w ith in a satisfactory manner 
would involve the writing of a long article at least. One or two 
points may be suggested, however, in regard to which correction 
might be looked for in any subsequent edition. Tn the chapter on 
“The Effects of Protection on the Distribution of Wealth among 
Economic Classes and Territorial Sections,” the author does not 
seem sufficiently to recognise that there may be genuine cases in 
which * the nature of the imports may be to a large degree of a 
kind which are predominantly competitive from the point of view 

A A 2 
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of the working classes, and the advantages of cheapness may be 
predominantly obtained by the wealthier classes. The working 
man's argument that foreign goods produced by cheap labour may 
compete with him and tend to reduce his wages, just as if the 
foreign labourer himself came into the country, may be 
exaggerated, but it is not to be too easily dismissed, on the ground 
that to some extent the working man himself is a purchaser of 
imported goods. 

The chapter on “Encouragement of Transportation” (going 
somewhat outside of International Trade) does not recognise all 
that can be said in favour of expenditure by the Government on 
improvement of waterways and harbours at the national expense, 
or in assisting the construction of railways. It may be not always 
practicable to make those who benefit pay the cost where the 
benefit is of a somewhat diffused type, or obtainable only after 
many years. Still, one may agree with the author in deprecating 
the mere expenditure of public money for “developing” channels 
of traffic without any serious attempt to weigh the benefit against 
the cost. 

C. F. Bickredike 

Transportation Rates and their Regulation. By H. G. Brown. 

(New York : The Macmillan Co. Pp. 347. 6.9. 6d. net.) 

this isr a hauler voihme deaAirg* wjtb the jhs&syr nf railway 
rates and containing chapters summarising conveniently leading 
cases decided by the Interstate Commerce Commission and com- 
menting on the principles involved. Granted that one accepts 
the fundamental assumptions which the author makes, the con- 
clusions seem on the whole reasonable and tolerably consistent. 
There seems to be a general assumption, perhaps almost inevit- 
able in American writers, that the normal state of a railway is 
one in ‘which the line is not so fully utilised that there is not 
advantage for the railway in obtaining more traffic at some price 
which will cover the more obvious direct costs. If we start with 
such railways assumed to be in existence and simply consider 
on what principles rates should be fixed, having regard to the 
interests of the whole of the systems and of the public, there is 
no escaping the conclusion that, on the one hand, anything like 
uniformity of rates on a cost basis is undesirable, and, on the other 
hand, that some restriction of the free competition and self- 
interest of the competing companies is desirable ; but no simple 
and easily applied system of rules can be laid down. That is 
substantially the position taken up by the Interstate Commerce 
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Commission, with whose decisions the author on the whole seems 
to agree. If a railway from A to 0 passing through B has to 
meet water competition in the through traffic only, it is justified 
in quoting a low rate to get the through traffic, even though it 
cannot afford to charge an equally low rate for the shorter haul 
from A to B, if it is assumed that the line is not fully occupied 
without the through traffic, and that it is not obtaining excessive 
profits from high charges for the intermediate non-competitive 
traffic. As the author shows, however, the position is not quite 
the same if it is a case of competition with another railway line 
passing by another route from A to C. It may be better that 
they should be prevented from cutting the rate on the through 
competitive traffic, because to divert the traffic from the one line 
to the other may be no economy if both lines already exist, 
whereas diversion of traffic from a watei route may be assumed 
to mean real saving of all the costs. If both lines continue to 
share the traffic, but at a very low rate, the industries of the 
competitive points are favoured at the expense of the non-com- 
petitive points, with a resulting waste thiough capricious dis- 
tribution of industries. Ships can be moved to some other place, 
or not built, and the advantage of the cheap waterway is really 
inevitable and does not cost anything. It would have been more 
satisfactory if the author had discussed this question more fully 
on the assumption that the railways are not assumed to be already 
there, but are things which are in a constant state of growth, and 
which can be constructed for varying volumes of traffic. 

On that assumption, is there such an important difference 
between competition with water traffic and competition with 
another railway? Perhaps there is, but the point seems to require 
more investigation than is given to it. 

It is natural that the author, with his outlook, does not give 
much attention to the question why more should be* charged for 
carrying valuable goods, like copper, than for carrying similar 
weights or a similar bulk of less valuable goods. “The desir- 
ability of utilising transportation plant as completely as possible 
may justify a lower rate on the product of one industry than on 
the product of another, even though the special and additional 
cost incidental to carrying them is the same for both. For the 
one kind of goods may require a low rate in order that it may 
be carried at all for any great distances, while the other kind may 
be able to pay a higher rate ” (p. 165). This argument is appar- 
ently taken to be unassailable, wjthout reference to the question 
whether it would not have been more economical not to build 
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the railway in such a way as to have permanent capital in excess 
of what can be utilised at rates which would make all traffic con- 
tribute towards the interest on it. There is probably a good 
answer to this, however. It may be that in a growing and half- 
developed country like the United States railways are rightly 
built ahead of requirements, and, apart from the question of 
growth, it may be that railway transportation is an industry in 
which, for physical reasons, the expenses diminish normally with 
increase of traffic. That is a point, however, which in Europe 
cannot be so readily taken for granted, and it has an important 
bearing on the theory of rate regulation. Is not more examina- 
tion required, even in the United States, into the question? whether 
increased traffic does not now, on the whole, result in something 
like proportionate increase of all expenses, including fixed capital? 
Any particular small or moderate increase of traffic may seem, 
at any moment, to be desirable from the company’s point of view 
if it will afford anything above the most obvious direct expenses ; 
but is it not a fallacy for railway companies to act constantly on 
this supposition ? It may be said that that is a point on which 
practical railwavnien may he left to form their own opinion, and 
that, in so far as the suggestion is true, self-interest will prevent 
companies from making anomalous cutting rates. It is ques- 
tionable, however, whether they are not driven by mere competi- 
tion into adopting a short-sighted, hand-to-mouth policy which 
is both damaging to themselves and fruitful in injustice and 
economic waste for the community in general. It is these funda- 
mental questions at the basis of the whole system of charging 
“what the traffic will bear 1 ’ which seem to merit more attention 
than they receive in this both, and it may be hoped that Professor 
Brown, whose powers of economic analysis are undoubtedly high, 
will pursue these matters somew hat further. 

C. F. Bickerdike 


Economics : An Introduction for the Genera 1 Reader. By Henry 
Olay, M.A. (Macmillan and Co., Ltd. Pp. xvi-f-476. 
Price 3s. 6 d. net.) 

In his Preface Mr. Olay apologises “for adding another to the 
large number of books that attempt to deal with the whole 
subject-matter of economics in a single volume.” 

No apology was needed, for there are few, if any, books which 
cover the whole ground and are at the same time first-rate; and, 
apart from a few 7 minor defects to be mentioned later, Mr. Clay 
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has written a first-rate book, and one covering, at any rate in 
outline, the whole field of economic inquiry. 

As he points out, most existing text-books have been written 
primarily for “univeisity students” (p. vii), while his book is 
intended for the “ general reader.” 

By the “general reader” Mr. Clay, we think, means those 
who are, so to speak, actually working the Economic System — 
i.e. y working men and women, employers, and the organiser., of 
industries. 

It may, of course, be argued that the truths of economics are 
the same whether they are presented to univeisity students or 
to those, actually engaged in industry, and this is true; but it is 
possible to present the same truths in different ways, and the 
treatment of the subject suitable for the young man fresh from 
a secondary school, knowing nothing of industry, is quite 
different from that which should be adopted for the man who has 
spent ten years of his life in a mine or workshop, or one who 
has been long occupied in the management and organisation of 
a large business. The author, therefore, thinking of the general 
reader as we have defined him, lias wisely departed from the 
presentation of the subject usually adopted in economic text- 
books. 

The first half of the book contains a good deal of descriptive 
economics and discussions of practical economic problems, into 
which flic more theoretical aspects of the science are skilfully 
woven. Thus the first eight chapters are largely descriptive and 
contain a most valuable analysis of the process of production and 
exchange, particularly of the part played in industry by the 
employing classes and by capital. Then come three chapters on 
Money, Banking, Credit, the Level of Prices, and Foreign 
Exchanges, which are followed by two more containing dis- 
cussions of practical problems — the Relation of .Spending to 
Saving, Unemployment, Overproduction, etc. The book then 
follows the more orthodox arrangement, passing on to Value and 
Distribution, but ending with five chapters which deal with the 
difficult questions of the relation of Economics to Politics and 
Ethics. 

While Mr. Clay has, we think, rightly departed from the usual 
arrangement of his subject, the plan he has adopted is, in some 
respects, open to criticism. The chapters on Value should have 
come earlier, before those on Money, Banking, and the Foreign 
Exchanges, for though it is possible for the student to grasp the 
main features of the industrial system — e.g., business organisa- 
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tion, etc. — without a knowledge of the theory of value, yet 
such a knowledge does appear to be essential to a proper grasp 
of the theory of money and the working of the foreign exchanges. 
Also, had Chapters XIY. and XV. been placed before Chapter 
IX., it would have been possible to point to some important 
applications of the theory of value when dealing with monetary 
problems, price levels, and the foreign exchanges. 

Again, had the chapters on Rent been placed before those on 
Wages and Profits, a good deal of repetition might have been 
avoided in the explanation of the “rent” elements in wages and 
profits. 

Perhaps the book might also have been improved had rather 
less space been given to descriptive economics and rather more 
to the discussion of practical problems. Four pages on taxation 
are quite inadequate — the subject should have had a complete 
chapter. As the book has no index, a very much fuller table 
of contents should have been supplied, and we should have liked 
a marginal analysis. 

These criticisms, however, are made in no carping spirit, but 
simply from a desire that the usefulness of so excellent a book 
may be increased in future editions. 

Chapters XVI. and XVII., on Wages, deserve careful reading; 
they are particularly lucid and highly suggestive. “Any theory,” 
Mr. Clay thinks, “that attempted to comprehend all the influences 
on the value of labour in a single formula would be so abstract 
as to be useless. ... All we can do-all any theory of wages 
can do — is to enumerate influences and indicate their relation and 
importance” (p. 333). One of these “influences,” which we 
cannot remember to have seen so thoroughly examined elsewhere, 
is that of the Standard of Life. This, the Standard of Life, the 
author regards as corresponding “in industrial warfare to the 
trenches with which a modern army secures its line ; it is a 
defence against attack and a means by which any new advance 
may be made secure” (p. 328). 

Mr. Clay has succeeded admirably in the difficult task of 
introducing the general reader to the theory of value. He has 
successfully steered his way between the Marxians and the 
marginalists, clearly bringing out what is true in both the labour 
theory and the utility theory, ably criticising the doctrine of 
Marx, and most lucidly explaining the principle of marginal 
utility. 

Having ^explained the Economic System as it exists to-day, 
the author in his last four chapters proceeds to an examination 
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of “the assumptions upon which it. depends for justification. . . . 
These assumptions seem to be four in number ” (p. 395). They 
are: — (1) the assumption of rational self-interest; (2) the 
assumption that competition leads to the survival of the fittest ; 

(3) that wealth will usually be associated with social service ; 

(4) that market value is a satisfactory indicator for production 
to follow. These “assumptions’* are in turn adversely and most 
acutely criticised. 

Opinion will differ on the point as to whether the question of 
the relation of economics to ethics, involving the relation of 
wealth to welfare, should have been introduced into a book of 
this kind. There is, however, much to be said for Mr. Clay’s 
plea that “it is impossible to make any practical use of economic 
studies — to apply the conclusions of economic science —without 
considering wliat is the relation between wealth in the narrower 
sense of economic wealth and wealth in the wider sense, which 
includes all means of welfare” (p. 422). “Study, at any rate 
economic study, is for action. The immediate object of 
economic action is wealth, but the ultimate object is welfare, 
to which wealth is a means ” (p. 466). He reminds us “that 
while we can separate the economic and the ethical aspects of a 
problem for the purpose of study, in the problem itself they are 
combined — we cannot separate them for action ” (p. 476). What- 
ever may be thought of this view, few will be found to question 
the freshness and ability with which the subject is handled. 

Mr. (day is the possessor of a good literary style, and the* book 
is enlivened with flashes of humour such as are rarely to be found 
in works on economics ; he thoroughly understands the needs of 
the working-class students, and lie has a wide knowledge of the 
details of business organisation, as well as a thorough grasp of 
the subtleties of economic theory. The book meets a real need. 

H. Sanderson Furnjss 


The Trust Problem. By E. Dana Durand, Ph.D., Professor of 
Statistics in the University of Minnesota, recently Director 
of the United States Census. Pp. 145. (Cambridge : Har- 
vard University Press, 1915. Price 4s. 6d. net.) 

Few men have so much right to express an opinion on the 
trust problem as Dr. Dana Durand, for few men have had such 
opportunities of studying that problem. First, as Secretary of the 
Industrial Commission of 1898-1902, and afterwards as Director 
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of the United States Census, ,he has been in a position to make 
himself fully acquainted with the development of American 
industry and to estimate how much that development owes to 
the principle of combination. We owe him no small debt, there- 
fore, for having put down on paper the results of his experience, 
and the debt is the greater in that the book itself is short. So 
much economic work is but the re-threshing of other men’s already 
thrice-threshed grain, that that man is worthy of a special place 
in the library who confines his writings to original contribution or 
original criticism. This is the merit of Ur. Durand. And not 
his only one. Most men have arrived at a placid acquiescence in 
the trust, at a tame acceptance of monopoly as “the necessary 
outcome of industrial evolution, and there they are prepared to 
leave the matter and wait for something to turn up. But now 
comes Dr. Durand, boldly questioning and still more boldly pro- 
posing to “turn back the clock of economic development.” Thai 
shakes us out of our mental sloth, for Dr. Durand is a man of 
too assured standing to be knocked over by the mere repetition 
of a cant phrase of economic controversy. 

The object of this book is to discuss trusts and pools which 
have been “organised primarily in the hope of securing monopo- 
listic control of prices.” Dr. Durand does not think that before 
lJ ' , ‘ v .instructive competition was causing in- 

tolerable losses, and he is convinced “by tiiorough investigation 
that several of the trusts have maintained prices, sometimes, 
for king periods, far above the competitive level. This has 
been proved true of the oil, steel, sugar, and tobacco trusts.” 
This is the more significant as the trusts have for most of their 
existence been operating under the ban of the law. To prohibit 
the excesses of “unfair competition,” or to deprive the trusts of 
the advantages of "natural monopoly ” is not easy, and it is never 
possible to say how far any individual trust depends upon unfair 
advantages or natural or legal privileges. Such experience as we 
possess warns us that to draw the teeth of a- combination and 
then trust to laissez-faire would be the height of unwisdom. We 
must either prohibit or regulate. 

Dr. Durand then essays to prove that it is possible for the 
Government to break up existing combinations and prevent the 
formation of others. He is not enamoured of the methods fol- 
lowed in the cases of the Standard Oil Company, the Northern 
Securities Company, and the American Tobacco Company. “This 
method of dissolving trusts— -by leaving the ownership of all the 
constituent parts to the same persons that owned the former con- 
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trolling corporation — can hardly be characterised by rny other 
word than farcical.” But his hope springs eternal. “There 
would be no insuperable difficulty in adopting a more effective 
method of dissolving such closely-knit trusts. The stockholders 
of the controlling corporation could be required to apportion the 
securities or properties held by it among themselves in such a 
way that no one should have an inteiest in more than a single 
part. Such a method of dissolution might not immediately 
restore competition, but it would at least render competitor pos- 
sible and ultimately probable. Of course, the procedure suggested 
would not be altogether easy.” To prevent ne\V combinations 
involves “no* serious difficulty.” Voluntary agreements not to 
compete are more difficult to deal with, but Dr. Durand comforts 
himself with the reflection that competition is not really destruc- 
tive, that monopoly is not inevitable, that over a vast sphere of 
industry competition is more natural than combination, and that 
offenders against the trust law have not yet been treated as 
criminals, so that there is a weapon in reserve. 

On the other hand, Dr. Durand finds that the difficulties of 
governmental regulation of trusts are “exceedingly great,” and 
naturally some of the arguments which he uses are contradictory 
of some of those he employs in favour of prohibition. “The 
policy of permitting trusts to exist might result in the extension 
of trusts over almost the entire field of industry. It might also 
result in practically complete monopolisation by each trust of its 
particular field. The determination of costs and of investment as 
a basis for the fixing of prices and profits over the multifarious 
field of industry would require immensely elaborate investigations 
and would involve extraordinarily difficult questions of judgment. 
Proper adjustment to the ever-varying conditions of demand 
would be almost impossible. A vast governmental machinery 
for fixing prices and profits would have to be superimposed upon 
the machinery of private business. Government ownership on 
a vast scale, or even complete Socialism, might readily be the 
outcome of this policy.” 

Ultimately we come down to the alleged advantages and dis- 
advantages of trusts, and here, as we know, nearly everything 
that has been said on both sides is true, and has been equally 
supported by unsound a priori reasoning. Dr. Durand reflects 
that all the real advantages can be secured by trusts “not power- 
ful enough to threaten monopoly.” Inevitably there rises krone's 
memory the copybook maxim about withstanding beginnings and 
Mr. Easy’s maidservant’s defence of her baby. 
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Summing up, Dr. Durand concludes: — “ To pass from a 
regime of competition to one of monopoly is easy. To return 
from a regime of monopoly to one of competition is immensely 
difficult. The American people have not yet tried out fully the 
jyossibilities of competitive industry. It would be Jfoolish to 
abandon the experiment thus early in our national development. 
If we destroy as far as possible the trusts that now exist, if we 
prevent trusts and combinations from being formed, we should 
soon see whether it is possible to secure real competition, and 
whether under competition efficiency can reach a high point. If 
not we can readily enough change our policy. On the other 
hand, to accept the trusts to-day is to leap in the dark.” It is 
an original view of American economic history and a lighthearted 
way of regarding a new — because legal — industrial revolution. 
But one hardly sees Congress letting Dr. Durand play Medea to 
American industry even in order to renew in it the virtues of 
youth. Henry W. Macrosty 

Industrial Leadership. By H. L. Gantt. (Yale University 

Press, 1916. Pp. xii-f-128. Price $1 net.) 

Some Problems in Market Distribution. By A. W. Shaw. 

(Harvard University Press, 1915. Pp. 119.1 

“Industrial Leadership ” is a series of lectures delivered to 
the Sheffield Scientific School at Yale urging the training of 
industrial leaders in the engineering schools on scientific manage- 
ment lines; “Some Problems in Market Distribution” is an 
attempt to prepare the way for an extension of scientific manage- 
ment from the production to the marketing of goods. Both books 
exhibit the hold that the idea and practice of scientific manage- 
ment has obtained on the American’s broad business imagination. 

Mr. Gantt devotes three out of his five lectures to an exposi- 
tion of this alluring system. Its general principle is “the substi- 
tution of the scientific method of determining what can be done 
as a basis for action, instead of records of what had been done 
or opinion of what can be done.” This principle is applied in 
eliminating unnecessary operations, improving the method of 
necessary operations, setting a time for their performance, and 
teaching and inducing the workman to follow these instructions 
by payment of a bonus when the “task” set is performed. 

These measures have been subjected to a good deal of criticism 
from Labour, and also from the American Universities, but Mr. 
Gantt does not seem to have modified his position one iota. Yet 
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this complacency is hardly justified even from that objective 
scientific point of view that Mr. Gantt himself so much prefers 
to ‘‘debating society” methods. Mr. Gantt tells us, for instance, 
that “as a matter of fact doing absolutely nothing 1 is quite as 
tiring as working very hard” On what evidence is this astound- 
ing statement based? The preceding sentence reads, “many 
bonus workers have expressed themselves as being less tired at 
the end of the day when working on Task work than they were 
before Task work was started, and when they were doing much 
less work.” None should know better than Mr. Gantt that the 
question of industrial fatigue is enormously complicated and that 
its solution lifts not in what some workers say they feel , but in 
carefully compiled statistics of the actual events of the factory, 
such as output, accidents, proportion of work spoilt. We recom- 
mend to Mr. Gantt’s attention the report on Fatigue from the 
Economic Standpoint in the proceedings of the British Associa- 
tion for 1915. 

Mr. Gantt’s thoroughly debating society treatment of fatigue 
is not merely a typical example of methodological limitations, it 
is of fundamental importance in considering whether in its results 
scientific management is to increase or to decrease the sum of 
human health and enjoyment. 

It is bad enough that Mr. Gantt never mentions the enforce- 
ment of any pauses or shorter hours in compensation for the 
scientific plan of eliminating the factory delays by which the 
worker benefited or the rests lie used to take voluntarily in the 
course of his work. But Mr. Gantt proceeds to tell us that “one 
of the greatest benefits of the Task system is that, when properly 
operated it trains workers to keep their minds on what they are 
doing. A disclosure of this fact often brings the protest that too 
close attention to a job is detrimental to the health of the opera- 
tive. The reply is that close attention is not nearly ^so tiring as 
trying to do something the mind is not on, which under the usual 
conditions is too often the case.” 

On what evidence does Mr. Gantt frame this reply? The 
evidence collected by the British Association goes dead against 
him. A diminution of output in the course of the spell, pre- 
sumably marking fatigue, was found to take place in all work 
requiring attention such as soldering or labelling of tins, but not 
to take place in automatic work like pressing tins, where the mind 
could be absent. Until Mr. Gantt and his colleagues expend 
their researches further we cannot predict with him so great a 


1 The italics are the author’s, p. 81. 
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change from the “genera] policy of the past -to drive,’* that 
“the policy of the future will be to teach and to lead, to the 
advantage of all concerned.” 

Of the possibilities of Mr. Shaw’s subject, English 
readers may have gained some inkling through Mr. Self- 
ridge’s Callesthenes. But the long-suffering public may 
agree with the “notion” which, to quote Mr. Shaw, “lingers 
among many economists, who are satisfied to condemn advertising 
under the name ‘ puffing,’ and who fail fairly to analyse its posi- 
tion as an agency in our scheme of distribution.” 

This analysis of the whole scheme of distribution is Mr. 
Shaw’s main contribution, and his expose is well worthy of 
recapitulation. To organise a selling campaign, business heads 
must settle the quality and price of the goods to be offered and 
must communicate the nature of the goods to the public through 
certain agencies. Usually the particular combination of quality, 
price, communication and agency is chosen by intuition, prejudice, 
or an isolated individual experience, or, not improbably, by ignor- 
ance of any other combination. But Mr. Shaw urges first that 
all the alternate policies at each stage should be put before the 
distributor, and secondly that the efficiency of each policy should 
be tested scientifically in relation to the different circumstances 
of the public to be reached. 

Thus where wealth is unevenly distributed a policy of dif- 
ferentiating the price and quality of the same kind of goods may 
be more profitable than just cheapening the cost of production. 
Next, if average intelligence is high the “communication” may 
take the form of a description of the goods, rather than a sample 
or a view of the whole goods in bulk ; next, if the population is 
scattered advertisement in journals may be more successful than 
travelling agents or middlemen ; and so on, till even the very form 
of words to be used or the most suitable style of the advertise- 
ment is discovered, by taking representative samples of the public 
and measuring the proportion who are convinced enough to buy ! 

This type of economic research, which starts out by classifying 
the different kinds of business activities and tracing the relation 
subsisting between them — relations such as “alternative,” 
“means to end,” “complementary” — is worthy of the attention 
of all business men and economists. It may even explain the 
one to the other. The economist will no longer view the business 
mar '/ ms a mere modus operandi of economic laws, while the busi- 
ness man may possibly recognise that his doings and the- 
economist’s sayings really “tend” to correspond. Mr. Shaw’s 
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first chapter, an example of this practical economic science 
applied to the whole field of business, whets our appetite for his 
“ Approach to Business Problems ” soon to follow. 

In the case of both the books under review it is interesting 
to note certain points of view and certain methods at present 
quite foreign to English lines of thought. 

Most striking is the use made in quite practical treatises of the 
economic theory so despised by the English social worker and 
so neglected by English business heads. Mr. Gantt spends five 
pages and a chart in elucidating in great detail the theory of 
monopoly profits and another chart and three pages in explaining 
the notion of elasticity of demand ; notions and theories on which 
Mr. Ford apparently based his policy and gained his millions ! 
Mr. Shaw is constantly using the notion of consumer’s surplus,, 
and devotes to the theory of monopoly profits three charts. 

Both authors also make a sharp distinction between commer- 
cial and manufacturing activities. Mr. Gantt urges a transference 
of industrial control from the merchant or financier to the 
“producer,” but he is somewhat unfair in suggesting, however 
unconsciously, that it is only the merchant or financier who works 
for the sake of profit. 

Finally we must draw attention to Mr. Gantt’s explanation of 
the success of German industries as partially due to a system of 
cost-keeping which shows more clearly than other systems the 
expenses of plant and equipment which are lying idle. Certainly 
after the war thpse will thrive best who can make their existing 
capital go furthest. Here it is that scientific management 
comes in. 

P. Sargant Florence 

Scientific Manaycmtnb : a History and Criticism. By Horace 

Bookwalter Drury. Pp. 222. (New York.: Columbia 

University, 1915.) Price $1.75. 

Dr. Drury’s sketch of the genesis and development of 
scientific management (pp. 1-149) is largely a history of the self- 
criticism and mutual criticism of the various leaders of the move- 
ment, and thus goes far to remove the need of criticism of the 
movement by those outside it. In his discussions of what has 
been achieved and what may be achieved by the new system, the 
author, while not lacking in breadth of view and suggest ivessaess, 
never offends by any propensity to unconvincing generalisation, 
and his comrtion-sense weighing of pros and cons conies as a 
refreshing corrective to the exaggerated hopes and fears of friends 
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and opponents. With regard to the stock illustrations of the 
successes of scientific management in its early days, Dr. Drury 
remarks that “in each case something has happened to dim the 
glory of achievement. Though abandoned in few cases, and con- 
victed of failure in none, stagnation, disavowal, or transformation 
have destroyed their character as satisfactory evidence ” (p. 129). 
For the full glory of achievement, it would seem, the system 
makes more demands for patience, persistence, and thoroughness 
on the part of the management than the ordinary human nature 
of the business manager can be expected to supply. The reader, 
moreover, whose enthusiasm has been excited by these earlier 
records of magical achievement may note with advantage Dr. 
Drury’s fuither judgment— that “the gains under scientific 
management have often loomed up in greatly exaggerated propor- 
tions, because the shops concerned had been badly managed 
previous to reorganisation ” (p. 155). The different aspects of 
scientific management that have been successively brought into 
prominence by the promoters of the movement are handled with 
discrimination. 'Thus with regard to its most striking feature, 
the intensive individual “coaching” of the workers, it is pointed 
out that “this can he carried to refinement only in cases where 
there is a great deal of repetition . . . The public has a greatly 
exaggerated idea as to the importance of this side of scientific 
management. Its novelty has attracted attention, but in reality 
there is little of it” (p. 159). The evidence as to its effects on 
workmen (partly investigated by a congressional committee in 
1912) is weighed with care. “After an ever-widening application 
[scientific management] could not yet be charged with having 
produced victims of overwork” (p. 191). “There is no evidence 
that employees are injured physically, or that the effort is especi- 
ally disagreeable. Still, most men would not choose the new 
system lor its own sake. It is the association in thought between 
larger production and greater pay that makes men glad to turn 
their wits away from side issues and concentrate them on making 
their movements count towards output. Wlien transformed by 
this thought, work under the new system is perhaps not as tedious 
as work under the old” (p. 195). Among its good points Dr. 
Drury notes that “such promotion as there is should be on a more 
just basis under scientific management than elsewhere, because 
its more adequate records covering the work of each individual 
enable the head men to know just who are the most capable 
workers. The capable but rather unobtrusive man, in fact, ranks 
higher under scientific management than he would elsewhere; 
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he is worth more ; for the things that he needs for his work are 
supplied as a matter of course ; and it is not necessary, as in some 
shops, to use personal pressure to get others to treat one fairly ; 
hence true efficiency — and hot audacity — counts towards output ” 
(p. 199). This also would seem to conflict with the English 
tendency to standardisation of workmen and workmen’s pay 
(“class lines by occupation are blotted out, and distinction accord- 
ing to individual capacity is substituted ”), and might therefore, 
if the system ever makes headway in this country, be an important 
source of trade union hostility to its extension. In America there 
would seem as yet to have been scarcely any contact between 
scientific management and trade unionism. 

L. Alston 

Domestic Service: An Enquiry by the Women's Industrial 
Council . Report by C. V. Butler. With a supplementary 
chapter by Lady Willoughby de Broke. (London: G. 
BelL ]916. Price Is. 3d. n.) 

The Women’s Industrial Council has collected a quantity of 
evidence from mistresses and maids, and embodied the results in 
a small volume, which, though not unique, is one of very 
few attempts to apply “descriptive economics” to the occupation 
of domestic service. The attempt is on the whole remarkably 
successful, though the results contain nothing very strange or 
new. The evidence appears to have been edited and summarised 
by representatives of one side only, but, considering that it deals 
with a subject in regard to which an attitude of detachment is 
quite exceptionally difficult, it may be said that a high degree of 
impartiality has here been achieved, and the advantages and 
disadvantages of the occupation are set out in the very words of 
those who follow it. It is needless to say that the subject bristles 
with complications, and cannot even in theory be reduced to order 
and system. It is difficult, if not impossible, to standardise 
domestic service. It cannot be paid on a unitary system (certainly 
not per piece, and only with difficulty per hour), and not 
even the most highly qualified Board of Trade officials could 
devise forms for a Census of Production, or estimate the output 
per head in terms of money value. Much depends, of course, on 
the needs and requirements, not to mention the inclinations and 
caprices, of the individual employer. 

Domestic service has come down to us largely as the outward 
sign of class differences; it is still largely governed by custom 
and tradition, and is not only unpopular, but most imperfectly 
No. 103. — VOL, XXVI. B B 
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adapted to modern needs. It performs a very necessary social 
function, but it does so with considerable waste as well as friction, 
and the operation of demand and supply often fails to provide 
assistance in home work where it is most needed, as, for instance, 
in the case of the overtaxed mothers of young children, who cannot 
afford or for other reasons cannot obtain effective help. 

The book, as far as it goes, is useful, sensible, and practical, 
and offers various good suggestions. Incidentally, also, it is fairly 
optimistic. There are many grounds for hope that, with better 
education and more thought on both sides, a clearer recognition 
that service need not be servile, but has a rational justification on 
grounds of the economic distribution of ability, and with the 
break-up of idecs fixes and class traditions that the war is helping 
to bring about, some of the difficulties here outlined may be 
overcome, and domestic work may become as self-respecting a 
means of livelihood as siek-nursing or clerical work, which, rela- 
tively to their pecuniary advantages, are now so much more 
popular. B. Ij. Hutchins 

Arbitration and Conciliation in Australasia: the Legal Wage in 
Victoria and New Zealand. By Mary Theresa Rankin, 
M.A. With an Introduction by J. Shield Nicholson, 
Sc.D., IjLj.D. (JL/ondon : George Allen and Unwin, 1916. 
Pp. 19*2.) 

This little essay — the result of the researches of a Carnegie 
scholar — has earned the praise bestowed by Prof. Nicholson. 
The inquiry has, he says, been made “with no preconceived idea 
of finding support for any economic system or ideal.” It is a 
“first-hand survey,” and we can readily conceive that the diligent, 
impartial study of the official reports and publications used has 
meant no inconsiderable labour. The first of the two types 
investigated is the wages board system of Victoria, in which the 
greater stress is laid on the method of conciliation between the 
parties, while the second — the New Zealand system — exemplifies 
the mode of settlement by the outside tribunal of an Arbitration 
Court. Miss Rankin’s fresh, independent scrutiny will not, we 
believe, reverse previous opinion, derived directly from the reports, 
like that of Mr. Aves, or from the valuable unofficial accounts,' 
such as that of Mr. Broadhead ; but the material accessible is not 
likely to be enlarged by later investigators. She has furnished 
opportunely a compact conspectus of the successive stages of the 
legislation, and has placed in a clear light the results of the 
experiments, so far as these admit of being defined or separated 
from surrounding circumstance. 
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Her conclusions are significant. The sequel does not accord 
with tfie original design: New Zealand is not now a “ land 
without strikes.’ ’ On the contrary, the attitude of labour has 
moved from favour to hostility towards the decisions of the 
Courts, as the economic environment has altered, and the judges 
have been compelled to allow the pleas of the employers. More 
ominous, and no less informing, has been the tendency in practice 
to thrust aside the preliminary machinery of conciliation, which, 
according to the earliest project, was to be chiefly used, and to 
go straight to the Arbitration Court, while pari passu informed 
detached opinjon is more and more inclined to emphasise as the 
surest guarantee of lasting peace frank, free discussion by the 
interested parties. For thereby alone can a satisfying agreement 
be reached and maintained on the principle or principles to be 
applied. A doubt, or a difference, on the bases of determination 
has, indeed, been common to the experience of New Zealand and 
Victoria, and it is not easy to see how vacillation can be wholly 
overcome. The wages paid by “ reputable ” firms furnish an am- 
biguous criterion, although they are likely to cause the least dis- 
satisfaction. The restrictions of wage boards, however, suggest or 
require the loophole of “permits” to pay less to inefficient 
workers ; and yet the incapable lose employment, the alternative 
of juvenile labour is encouraged, and unregulated industries co- 
exist by the side of the occupations governed by the boards. 

Thus the hopes once entertained with sanguine confidence seem 
doomed to disappointment. Unexpected developments occur and 
difficulties, which were not discerned or appreciated, appear and 
resist incautious handling. On such points as these Miss Rankin’s 
careful and dispassionate study throws new instructive light. 
Nowhere is she more illuminating than in the necessary dis- 
tinction made between the legitimate attempt to get rid of 
sweated labour and the more arduous settlement of the standard 
earnings of higher ranks of workers. And yet, starting from 
opposite ends, with divergent aims, both the New Zealand and 
the Victorian experiments have stumbled blindly into this perilous 
confusion. L. L. Price 

The York Memorandum Book. Part II. (1388-1493). Edited 
by Maud Sellers, Litt.D. (Surtees Society, Vol. GXXV., 
1914, pp. lxxiv + 330.) • * 

Foe readers of this Journal the second instalment of The 
York Memorandum Book is perhaps hardly so attractive as the 
first, which was reviewed in June, 1913. Like its predecessor, 
this collection of miscellaneous municipal documents contains 

B B 2 
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quantities of gild ordinances and kindred matter, also some 
important documents bearing on foreign trade ; but there is a 
good deal that is primarily legal or even political, and a con- 
siderable part of the editor’s introduction is devoted to v local 
government and local history of a general kind — all most interest- 
ing, be it said. The mistery or gild ordinances number twenty-six 
(there were forty-one in the first volume), and include those of 
wool “broggers,” cooks, hatters, parchment makers, plasterers and 
tilers, pinners and wire-drawers, shipmen, and many more. The 
position of the building trades is interesting. Many of them in 
medieval towns had not the ordinary gild organisation, but in 
York, with its amazingly varied and often absurdly small gilds, 
things seem to have been different. The plasterers, tilers, car- 
penters, and wrights have their regular ordinances. The builders’ 
labourers, “ videlicet, lcidbercrs , garthyners , erthewallcrs , pavers , 
dykcrs , ground wallers with erthe ” if not a mistery, have laid upon 
them the characteristic mistery obligation of contributing to the 
Corpus Christi pageant ; the masons are apparently a regular 
mistery. Oddly enough, they do not appear anywhere in the 
index, either under their own name or under mistery, nor is 
their position discussed in the introduction, which is a pity; but 
what that position was seems clear. They have searchers, the 
ordinary sign of gild organisation (pp. 101, 111, 112, 249). They 
have a pageant and they grumble about it (pp. 124, 188). What 
more could one want, even though there are no masons’ 
ordinances? 

There are other defects in the index, which are the more 
annoying because The Memorandum Booh is a jumble of odds 
and ends; there is no table of contents, and this is not the kind 
of book which anyone but a reviewer reads from cover to cover. 
For instance, on p. 171 we read of the pageant of the “tumours, 
hayresters «et boilers , ubi, Jhesus ligatus erat ad columpnam et 
flagellatus.” The boilers come in the index, the hayresters — 
whoever they may have been— in the glossary, but not in the 
index, the tumours in neither. The mysterious people called 
pikemongers (p. 239), again, are neither in glossary nor index. 
The tapiters occur at one place in the index* but are omitted 
under the heading misteries, to which anyone would turn for 
a full list. If the glossary tells us that a “lome ” is a loom, ought 
it, not also to say that a “shotill” is, presumably, a shuttle? It 
says “butt ” was a measure of land, which surely it never was, as 
Ducange’s quoted identification of “butt a terrae ” with “bout de 
terre” alone suggests. 
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There are some interesting documents bearing on the industrial 
position of women, apprenticeship, and the like. Women seem 
to have been regular “masters ” in their own right in the stringers 1 
craft (p. 123), though it is always hard to be quite sure that rules, t 
about them do not refer to widows, who were allowed to carry 
on in every town and every craft. In the cooks’ craft, on the 
other hand, wives were not even to sit “in shoppis publicis ad 
vendendum per retalliam” unless they were skilled (p. 160)., Of 
the four rules as to the duration of apprenticeship, three require 
seven years, one — the earliest, that of the stringers, 1420 — only 
four. The earliest ordinances in the previous volume (a.d. 1307) 
nave the four-year period. There are several cases of provision 
for the admission of strangers, both masters and servants, to the 
misteries (pp. 123, 140, 166, 207). The hired man who had not 
been apprenticed is clearly contemplated in an ordinance on 
p. 178. Elsewhere (p. 210) a distinction is drawn between hired 
men proper — i.e long-hired men and jourmen or journaymen. 
On p. 174 is the decision of an interesting “overlap” dispute, to 
use modern Trade Union language, between carpenters and tilers ; 
similar troubles among the various types of smith are referred to 
on pp. 174, 179. Note that by the middle of the fifteenth century 
the country fullers were healing the town fullers out of the 
business, and that the whole craft of the glasiers amounted to 
eight persons. The first volume contained smaller gilds than 
this — one of six and one of five members. Certainly York was the 
most profusely “gilded” town of its size in all England. The 
total number of gilds is from sixty to seventy. London — which 
was three times the size — only liad a hundred and ten as a maxi- 
mum, and Norwich never got beyond six-and-twenty. 

J. H. Clapham 


International Morality and Exchange. By Henri Lambert. 
Translated from the Journal dcs Economises. (London : 
Geo. Allen and Unwin. 1916. 8vo. Pp. 40. Price 6d.) 

The New Protectionism i. By J. A. Hobson. (London : Eisher 
Unwin. 1916. 8vo. Pp. xx + 153. Price 2.9. 6d. net.) 

M. Lambert’s pamphlet is a translation of articles in the 
Journal des Economises , and Mr. Hobson’s little book is, in part, 
a reproduction of articles in the Manchester Guardian. 

The thesis of M. Lambert, who describes himself as a manu- 
facturer, of Charleroi, is that “by the very nature and force of 
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things economic co-operation of peoples is the fundamental prin- 
ciple of International Morality.” He undertakes to establish 
“rationally and without having recourse to such arguments of 
fact as suggest themselves to the mind, that Humanity will hence- 
forth find itself more and more confronted by this inflexible 
dilemma : liberty of international trade, or international conflicts 
of increasing gravity between the most advanced and powerful 
peoples.” Readers will gather from this that M. Lambert has 
not been improved in translation, but I have had the advantage 
of reading him in the original, and there, as in the translation, 
he gives me the same impression as I get from a street preacher — 
an impression of familiar words and phrases. His advice to the 
world seems to be : “Introduce universal free trade, and you will 
have no more wars,” and he rejects with contumely all other 
methods of pacification. He evidently has not had any experience 
of the difficulty of teaching elementary economics, or this belief 
would leave him an optimist. We shall have to wait a long time 
for the suppression of war if we are to wait till universal free 
trade prevails. “Such arguments of fact as suggest themselves 
to the mind,” to use his translator’s phrase, indicate that he is 
putting the cart before the horse. In fact, peoples have set up 
high tariffs because they disliked the foreigner, and have taken 
them down, lowered them, when they disliked him less, and 
abolished them when they decided that the foreigner was not a 
foreigner, but one of themselves. 

Mr. Hobson, of course, looks a little deeper. In his earlier 
chapters he sets himself the easy task of demolishing the New 
Protectionism, which after all is nothing but the old protectionism 
utilising the ill-feeling created by the war and its unchivalrous 
incidents. He does this very effectively, though it is impossible 
to agree with him that the defence-value of food duties is dis- 
proved by t-Jie fact that protectionist belligerents have abandoned 
them during the war. Very curiously he seems to think the case 
against them is aggravated by their being “comparatively self- 
supporting in their food supply.” The object of food duties, con- 
sidered as defensive measures, is to make a country independent 
of foreign supplies in time of war by enlarging normal home pro- 
duction : when the war actually comes, it is clearly unnecessary 
to pursue this object for the moment — in fact, to argue that the 
policy is a failure because it is suspended during the war is like 
arguing that the Bisley shooting competition is of no use for the 
same reason. It would have been more effective to point out 
that experience seems to show that to secure their object in a long 
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war hindrances to the importation of food will have to be supple- 
mented by hindrances to the importation of the manures on which 
the more intensive cultivation is supported, and also that there 
are difficulties about putting your agricultural population in the 
battlefield, unless you are lucky enough to have succeeded in 
enslaving a large number of your enemies at an early period in 
the war. 

More interesting is Mr. Hobson’s last chapter, “The Open 
Door/’ in which he unfolds his positive contribution lo the solu- 
tion of the problem. Unlike tne enthusiastic M. Lambert, he 
admits that simple protectionism “does not normally promote 
hostility” between countries. In Ins view, the prime cause of 
modern wars is the struggle between the European Powers for 
fields of exploitation in the “undeveloped” regions of the world. 
They are, he thinks, almost necessarily dragged into supporting 
the schemes of their subjects. “No League of Nations, no Hague 
Conventions, or other machinery for settling international dis- 
putes, are likely to furnish any reasonable security for peace or 
for reduced armaments unless this problem of conflicting interests 
in the profitable exploitation of new markets and backward 
countries can be solved.” We must therefore, he believes, resort 
more and more to international arrangements and international 
commissions for regulating this exploitation and securing the 
open door. 

I doubt this diagnosis. The quarrels between the great States 
about these undeveloped regions do not seem to me to arise either 
from the real economic interests of a few enterprising individuals 
among their subjects or from the imagined economic interests of 
their peoples as aggregates, but from the military or naval 
interests which are, or are supposed to be, involved. The economic 
interpretation of hostile feelings is generally a fraud. The root 
of wars is now, as ever, almost always the desire pf dominance 
over the foreigner cherished by the ruling class, and the fear 
of being dominated by the foreigner which the ruling class con- 
trives to implant in the uninstructed mind of the populace, partly 
by assuring it that its economic interests are at stake, but 
much more largely by playing on traditional semi-tribal dislike 
of the foreigner. The end may come through a tremendous class 
struggle overpassing national boundaries and blotting out these 
international dislikes, but it is, perhaps, more likely to # come 
through the system of alliances which Mr. Hobson condemns as 
“the chief cause of past insecurity” (p. 114). The desire for 
dominance, which is strong on behalf of a single nation with a 
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tribal tradition behind it, is weak on behalf of a great alliance 
of nations of various languages and colours : with it weakens the 
fear of being dominated, not only because it is no longer so 
strongly stimulated by the class which wishes to dominate, but 
because the populace is confused by its inability to distinguish 
between allies and enemies, and because the danger of sudden 
attack is diminished. 

Edwin Cannan 



ARTICLES AND MEMORANDA 

SOME FAMILY BUDGETS FROM BIHAR. 

In the following pages I propose to describe the economic 
circumstances of six families, rex)resentative of three different 
classes of the population in a densely populated and, in con- 
sequence, relatively poor part of India, viz. : — 

(а) the petty clerk class, living in the towns, and drawing pay 
of 7 s. 9 d. to 10s. 2d. a week (Rs. 25-35 a month) ; 

(б) that section of the rural population which is “in service ” 
of the better-paid kind, e.g., malis (gardeners), domestic servants, 
and the like ; 

(c) the agricultural labourer. 

The third of these classes, especially in cases where employ- 
ment is casual and precarious, belongs to that section of the 
population, numerous in every country, whose poverty is not far 
removed from the minimum necessary for subsistence. The first 
class may be said, perhaps, to correspond roughly to that class 
in England which comes just below the income-tax exemption 
limit. The second occupies an intermediate position, being much 
more “secure ” than the casual labourer, and usually at least as 
“comfortable ” as the smaller peasant farmer. 

The bulk of the rural population in India, as is well known, 
consists of peasant farmers, amongst whom two principal classes 
are distinguishable, viz., self-supporting cultivators farming five 
to seven acres as a minimum, and those who depend mainly on 
agriculture, but have some alternative means of livelihood as well. 
I have a number of budgets representative of both classes, but 
the inquiries made in this field have not, up to the present, been 
of a sufficiently searching character. The difficulties of obtaining 
accurate particulars of out-turn, of estimating the cash value of 
the produce (much of which is for domestic consumption), and 
of allowing fully on the expenditure side for working expenses, 
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are very great ; and, while these budgets contain much that is of 
interest, they are not sufficiently reliable to permit of my using 
them here. 

The budgets given will, it is hoped, prove interesting not only 
in themselves, but also as the fruit of a promising experiment in 
the practical study of economics in an Indian college. At the 
end of 1909 Mr. Charles Bussell, now Principal, founded at Patna 
College a students’ society, known as the Chanakya Society — 
so-called after Chanakya, Prime Minister of the Mauryan Chandra 
Gupta at Pataliputra (the ancient Patna), whose Arlha Shastra 
is an early contribution to economic science. The Society con- 
ducts economic inquiries of various kinds, of which the most 
fruitful has been the collection and publication of upwards of 
forty family budgets. It is from these that the following 
representative selection has been made. The families, whose 
circumstances are recorded, were in every case well known to the 
student-investigator. The particulars were compiled on systematic 
lines; while, at the same time, such was the spirit and the 
imagination with which the investigator entered upon his task, 
each budget constitutes a genuine human document. 

Two students’ budgets are added as throwing an interesting 
sidelight on the circumstances of the investigators themselves. 

(a) 1. 

This is the budget of a Muhammadan family living in the 
small town of Bihar, near Patna. The sole wage-earner is a 
man of thirty, educated up to Matriculation standard (possessing, 
that is to say, a fair knowledge of English), and employed as a 
Government clerk on pay of 7s. 9 cl. a week (Bs. 25 a month). 
He also owns a little land and two houses, inherited from his 
grandfather. One of the houses he occupies himself ; the other 
is let to his grandmother, who pays a rent of £8 a year (Bs. 120) 
for it. His mother, who lives with him, owns a little land in 
her own name. Between them they possess landlord rights in 
some twenty-six acres of land, scattered among different villages, 
which yield them an annual rental of .£12 (Bs. 180) a year. The 
total resources of the family amount, therefore, to £40 a year. 

The social position of the family is, however, to be gauged 
less by their income than by the kind of house they live in and 
by the nature and value of their possessions. The house, with 
the courtyard, occupies about a big ha (one-third of an acre). It 
is built of mud and rubble, and has a thatched roof. It is of 
two storeys, and contains two large and nine small rooms, besides 
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verandas. The jewellery and ornaments belonging to this family, 
many of them wedding presents from well-to-do relatives, amount 
jn vgflue to no less than £92 (Rs. 1,380). One pair of gold 
kangna (bracelets) alone is worth £13 6$. 8 d. ;Rs. 200). Kitchen 
utensils, household furniture, etc., are valued at £54 (Rs. 810). 
Besides the usual pots and dishes, these include a tea-set, a 
samavar,'one dozen china cups, two dozen china plates, and two 
dozen of both cups and plates in en a me 1 led ware. There are 
four pipes ( huqqa ) worth 305., a set of cushions worth the same 
amount, one silver and two brass spittoons, two almirahs (ward- 
robes) worth £1 each, and two bedsteads fitted with mosquito 
curtains of the same value ; a litter ( pdlki ), 305. ; books, £3 ; and 
clothing (men’s and women’s), £15. 

The household consists of five adults and three children, viz., 
the wage-earner himself (thirty years old), his wife (twenty years), 
his widowed sister (twenty-four years), his three little daughters 
(the eldest being four years), his mother (sixty years), and a 
maidservant (thirty-five years). The wages of the servant are 
one rupee monthly, with board and clothing. They live in a 
simple but comfortable enough style. Though Muhammadans, 
they are almost entirely vegetarian. Meat and fowls are seldom 
eaten; not more than fourpennywoith a week on the average, 
The weekly food budget is approximately as under. The prices 
of grain are town prices, and relatively high. 

Grain. 35 lbs. rice; 7 lbs. dal (pulse); 28 lbs. wheat, barley s. d. 

or maize 6 4 

Vegetables and fruit, Is.; salt and spices, 4td. 1 4 

Oiiandghi (clarified butter), Is 8 d. ; milk , 7 d 2 3 

Meat and fowls , 4 d ; sugar, 2 d 0 0 

Miscelfmicous (including fuel) 0 7 

10 0 

Thus it will be seen that out of a weekly income from all 
sources (leaving out of account the rent-free house in which they 
live) of 155. 6cJ., the family spend approximately 105., or nearly 
two-thirds, on food. The next largest item is the sum spent 
annually on clothing, viz., £1 for shoes and £3 for cloth and 
sundries. £4 was spent on other necessary expenditure, including 
repair of house, wages of servant, kerosene oil (4%d. a week), ser- 
vices of barber, washerwoman, etc., municipal tax (65. 4d.), and 
new kitchen utensils. £4 105. was spent on festivals and # enter- 
tainment of guests (£3), travelling expenses (135. 4d.), wedding 
presents (135. 4 </.), betel-nut (85.), and miscellaneous. 

Out of an income of £40, £38 105. was spent, the summary of 
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expenditure and savings for the year being approximately as* 


follows : — 


Other Other 


Food. 

Clothing. 

Necessaries. Expenditure. 

Total. 

£ 

£ 

£ £ s. 

£ 8 . 

26 

4 

4 4 10 

38 10 



Savings 

1 10 


£-*0 o 


(a) 2. 

The second budget is that of a Hindu family belonging to the 
Kayasth or writer caste. It illustrates well the joint-family 
system which regulates the economic affairs of most middle-class 
families. 

The head member of the family, who was formerly a Govern- 
ment servant on pay of 3 $. 8 d. a week (Rs. 12 a month), is now 
a pensioner on Is. 10 d. a week. His two sons, whom by dint 
of good management and self-denial he provided with a high- 
school education, are clerks in the Public Works Department on 
salaries of 10$. 9 d. (Es. 35 a month) and 9$. 3d. (Es. 30 a month) 
respectively. The old man owns a biglm (one-third of an acre) 
of land, which he purchased a few years ago. It yields a bhtai 
rent (i.e., half the gross produce) amounting, on an average, to 
about 13$. 4 d. (Rs. 10). In the year for which particulars were 
obtained, a present of £1 in cash (besides certain presents in 
kind) was received from the younger son’s father-in-law. This 
went also into the common treasury, so that the total resources 
of the family for the year amounted to £58 10$., or 22$. 6c7. per 
week. 

Owing to the two sons being employed in offices in different 
places, three establishments have to be maintained out of the 
common purse. At the beginning of the (Hindu) year the head 
of the family' draws up a budget, which is strictly adhered to. 
In the year for which particulars w T ere given he allowed his 
younger son, living in the capital town of the province, £12 (i.e., 
rather more than 4$. 6 d. a week) to cover all expenses. Living 
at home in the country, he and his wife spent about the same 
sum. To his elder son, whose establishment included himself, 
his wife, three little children, and his brother’s wife, he allowed 
£24. In all, therefore, there was an expenditure of £48, and a 
saving w on the total year’s income of £10 10$. Almost identically 
the same sum was saved in the previous year. This man out of 
his savings spent over £30 in two successive years in marrying 
his two daughters. 
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* The old people at home live in a simple and frugal style. Their 
house* is built half of brick, half of rubble, has a thatched roof, 
and contains a dal&n (hall) and five inner rooms, of which one 
serves as kitchen and family temple combined and another as 
store-room. Their food costs approximately £7 (or 2$. 8 d. 
weekly), and includes a small sum spent on entertaining their 
sons in their holidays. Rather less than £1 is spent on clothing, 
and £3 on other necessary expenditure, including wages of one 
rupee a month to a daily maidservant. Their sole extravagances 
were 12.?. 6 d. on tobacco and 10s. on the celebration of a domestic 
religious festival, or puja. 

The summary of their expenditure and savings for the year 
is as follows : — 

O tlier Other 

Fowl. Clothing. Necessaries. Expenditure. Total. 

£ £ £ £ £ 

At home .7 1 3 1 12 0 

Away — - — — 36 0 

Savings 10 10 

£58 10 

(b) 1. 

This is the budget of a family belonging to the mdli (gardener) 
caste. Dhanukh R&m, the head of the family, is in private 
service as a mdli in the town of Chapra, in North Bihar, where, 
besides his pay of 4s. a month, he gets board and clothing worth 
perhaps another 55. At their village home, near Chapra, the 
family have an acre of land under cultivation, besides a small 
but well-stocked orchard. They pay rent of £1 105., and expenses 
of cultivation amount to £1. The income from the orchard (the 
produce of which they sell) is estimated at £3, and that from the 
holding (the produce of which they consume) at £6, so that their 
net annual income from these two sources is £6 105. 

The household consists of Dhanukh himself (fifty years old), his 
wife (forty-six years), two sons (twenty-five and twenty years) 
and their wives, and a younger son (twelve years). Only the 
three women and the boy live at home permanently, the other 
members of the family visiting home from time to time, especially 
during the sowing and harvest seasons. One of the two sons is 
employed in a jute mill, at Calcutta, on wages of 5s. a week 
(Rs. 16 a month), the other as a mdli , also in Calcutta, at wages 
of 3$. 9d. (Rs. 12 a month). Each spends half on his keep in 
Calcutta and sends half his wages home. Including a small item 
spent on clothing, which comes *out of the common purse, one 
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son is responsible for an expenditure in round figures of £7 a 
year, and the other lor an expenditure of £5, their tota 1 con- 
tributions to the common purse being £13 and £9 10$. respectively. 
Similarly, Dhanukli himself is in receipt of total annual wages 
(in cash and kind) of £5 10$., of which he consumes £3 worth, 
and contributes £2 10$. to the common purse. Thus, including 
the estimated net income from orchard and holding, we have a 
total family income from all sources of £34 10$., of which £15 
is spent away from home. 

The home expenditure of the family consists of £9 spent on 
grain (two-thirds of which is from their own holding), the daily 
consumption amounting to 6J lb. when the male members are 
absent and 11 J lb. when they are at home. Other food items 
account for 13$., clothing (for the three women and the boy) 36$., 
lighting" oil 4$. ; and miscellaneous necessary expenditure 7$. ; 
total, £12. The sole extravagances were 1$. for tobacco, 6$. for 
the entertainment of guests (including intoxicants), 9$. for the 
celebration of a religious festival, and 1$. 6d. in alms; total, 
17$. 6d. 

Out of the total net income of £34 10$., therefore, we have 


approximately as follows : — 




Other 

Other 


Food. Clothing. 

Necessaries. Expenditure. 

Total. 

£ 8. £ 

a. d> 

£ 

£ a. 

At home 9 10 2 

10 0 

1 

13 0 

Away ... — — 

— 

— 

15 0 


Savings 


6 10 




£34 10 


This family lives m a mud-built house with a tiled roof con- 
taining seven rooms, besides an outhouse for cattle. They possess 
a bullock and a heifer, and ornaments worth £4. 

(b) 2. 

The second budget is that of a Kurmi family (a labouring caste) 
living in the town of Chapra. 

Lachimi, the head of the family, is thirty-six and his wife 
thirty years of age. They have two sons, aged fourteen and 
eleven respectively. The younger lives at home, and in the 
summer months he earns 20$. or so as a punkha-puller in one of 
the iocal schools. The older boy is at work in Calcutta, and 
manages to send home 30$. The father is a domestic servant in 
the house of a local mukhtdr (petty attorney), receiving wages 
of 10$. 8 d. (Rs. 8) a month. During the day, when his master 
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goes to court, he draws water for th$ municipality. This work 
occupies him for one hour daily, and his wages are 6s. 8 d. (Es. 5) 
a month. His wjjfe serves a number of families as daily servant, 
and earns 6$. 8 d. (Es. 5) a month. 

Living in the town, the family has no land to cultivate, and 
they live in a rather squalid little house containing only two 
rooms. Cooking is done in the veranda. 

Thus the total annual resources of the family (neglecting what 
the older boy spends on his keep in Calcutta) amount to £±7. 

Of grain (viz., rice and pulse, maize, etc.), Lachimi and his 
wife consume about 4 lb. a day (one lb. each at each meal), and 
the boy rather less than J lb. For their morning jalpdn (break- 
fast) they take bhunja (parched grain) or sweetmeats, costing 
them %d. each day. They live pretty well, buying fish frequently 
or, when they do not get fish, vegetables. They very seldom buy 
cow’s milk, but the boy drinks the milk of the two she-goats they 
possess. Their weekly food budget (for two adults and a child) 
is roughly as follows : — 

a . d. 

Grain, 31 lbs., Is. 9£d. ; for jalpdn, 3.W 2 1 

Vegetables , 4 d. ; fish , 4d 0 8 

Oil and ghi , 2\d. ; sugar , \d. ; salt , \d 0 3 

3 jj 

On clothing they spend nothing, as clothes are provided by 
their employers, which are sufficient also for the boy who lives 
at home. (No attempt has been made to estimate the cash 
equivalent of this item.) Necessary expenditure, besides food, 
accounted for 12 s. 

The family spends is. a year on tobacco and no less than 335 . 
on intoxicants. They spent 335 . on the entertainment of guests 
and on religious observances (including a pilgrimage made by 
Lachimi’s wife along with the other women in their quarter), 
and at the time of the Diw&li festival Lachimi lost £1 in 
gambling. 


The outgoings and savings for 

the year are 

summarised 

below : — 

Other 

Other 


* Food. 

Clothing. Necessaries. 

Expenditure. 

Total. 

£ s. 

s. d. 

£ s. 

£ 8. 

7 15 

nil 10 0 

4 10 

12 15 


Savin*. 

js . . . 

4 5 

£17 0 


An extraordinary expense, incurred during the year for which 
particulars were obtained, swallowed up, however, the greater 
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part of Lachimi’s savings? This was sufeast given to hig fellow- 
castemen in order to be received again mto the caste, he having 
been previously outcasted. This cost him £3 5$. 

The family possess two she-goats and a kid, and ornaments 
worth £5. 

(c) 1. 

This is the budget of one Mahabir, who is a barber by caste 
but an agricultural labourer by occupation. 

The household consists of Mahabir (fifty-four years old), his 
wife (fifty-six years), their two sons (nineteen and eight years), 
and a daughter (eleven years), who, though marriecj, still lives at 
home. They possess three goats and a calf. The little boy looks 
after the goats ; the girl brings grass for the calf, besides collect- 
ing firewood ; she also does the cooking for the family. The three 
adults are all employed as field-labourers. Mahabir gets 4 s. 6 d. 
(Ks. 3.8) per month and his clothing. This is equivalent to the 
current rate of 2 d. a day. His wife gets Is. 4 d., with a daily 
allowance of coarse grain worth about 2s . , and her clothing. The 
elder son gets 2s., with complete board (which can be valued at 
2s. 6 d.) and clothing. The total earnings of the family, there- 
fore (neglecting the value of the clothing they receive), amount 
to 12s. 6d., or £7 10s. for the year. The family cultivate a small 
plot of land, but during the year in question drought spoilt the 
spring and floods the autumn harvest. The rent they pay is 
l*0s. 6d., and the expenses of cultivation were 8s., whereas the 
total value of the produce obtained was not more than 16s., so 
that they actually suffered loss. 

The family (comprising Mahabir and his wife and the two 
younger children) consume about 7 lb. of coarse grain daily, cost- 
ing them little more than half that of the more varied diet of all 
but the very poor, viz., rice and dal (pulse) for the morning, and 
wheat, barle'y, etc., for the evening meal. Grain costs them £4 
a year, and other food items 10s. Clothing costs them nothing, 
as their employers find the three adults’, while this year his 
mother’s employer provided the little boy with clothing, and the 
girl got hers from her father-in-law. Other necessary expendi- 
ture accounted for 8s. 6 d., including Is. 6 d. for lighting oil. 
They only light their lamp when it is time to eat their evening 
meal or when any disturbance occurs in the night. Then 
Mahabir paid back 6s. out of an old-standing debt of 16s., and 
2s. 6 d. as interest on the remainder (at the rate of 25 per cent.). 
They spent Is. 4d. on tobacco, 8 d. on gang a (hemp), and 5s. on 
a religious festival and miscellaneous. 
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Thus, out of an incor^e of £7 10s., outgoings and savings were 


approximately as follow^ : — * 

Other 

Other 


Food.' 

£ 8. 

Olothing. 

Necessaries. 

8. d. 

Ej penditure. 

8. d. 

Total. 
£ 8 . 

At home 4 10 

nil 

17 0 

7 0 

5 14 

Away . . — 


Savings ... 


1 10 

0 6 


£7 10 


A complete inventory of the household furniture comprises a 
bamboo bed worth Is., a brass lota (or waterpot) is., cooking, 
etc., utensils Is., tools and sundries Is.; total, 4s. In addition, 
they possess ornaments worth 10s. They live in a mud-built, 
thatched house containing two small rooms. 

(0 2 . 

The second budget is that of an agricultural labourer’s family 
CKori by caste) in North Bihar. The head of the family left 
home some years ago to seek work in Bengrd, and has not been 
heard of since. 'There are three sons (aged eighteen, eight, and 
six years respectively), and a daughter of eleven years. R&mji, 
the eldest son, is married, and the household accordingly com- 
prises three adults (viz., Rainji, his mother, jxqA his wife) and 
three children. Ramghulam, though only a child of eight, earns 
full wages as a field-labourer, viz., 2d. a day. People call him 
purania — i.e., old for his years. R&inji is a ploughman on the 
same wages, which are paid sometimes in cash, but generally in 
kind. RArnji and his brother bring home as their wages 8 lb. 
of coarse grain (millets, pulses, etc.), of which the family require 
7 lb. at the very least for their daily consumption. In cash this 
represents an annual income of £6, of which 15s. at the most 
can be laid aside to meet other expenses. Clothing, for example, 
costs an average of 2s. per head for the women and 3s. per head 
for the males — i.e., 15,9. in all. Other necessary expenditure, 
amounting possibly to 106\, has to be met chiefly by economising 
in diet by substituting sakarkand (sweet potato), the cheapest of 
all foodstuffs, during part of the year for grain. 

That the family lived absolutely from hand to mouth during 
the year for which particulars were obtained is evident from the 
fact that on two days, when R&mji and his brother were without 
employment, they had to borrow grain for their daily needs 
Again, they had to borrow 8 d. for the purchase of fruit, wheat, 
etc., to enable them to celebrate the chhath (or sun-god) festival. 

No. 103. — vol. xxvi. o o 
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Their poverty was aggravated this year by the fact that in the 
half-acre of land which they cultivated they produced only some 
sakarkandy their crop of maize being ruined by floods. 

The family live in a hut containing only two rooms. They 
possess three cows of the value of £4 10s. in all, and some goats. 
Their household furniture consists of a brass dish, Is. 4 d. ; two 
brass lota, Is. 10 d. each; miscellaneous kitchen utensils, Is.; 
grindstone (flour-mill), 2s.; total, 8s. 

The summary of their expenditure is as follows 

Other Other 

Food. Clothing. Necessaries. Expenditure. Total. 

£ ft. s. d. 8. d. » £ 8. 

4 15 15 0 10 0 - 6 0 

For purposes of comparison, I append a table in which is 
shown the average expenditure per unit for each of the families 
dealt with above, this average being obtained by reckoning two 
children as equal to one adult, and omitting infants. Comparing 
the budgets on this basis, it will be seen that an expenditure of 
£G to £7 in the first class corresponds to one of £4 to £5 in the 
second (the higher figure in each case standing ior the town as 
opposed to the country), and to one of 30s. to £2 in the third 
class. Less than 30s. (the actual average in the last case) must 
be regarded, I think, as semi-starvation. 



Total 

Total 

Total 

Average 


Annual 

Annual 

Units in 

Expenditure 

Class. 

Income. 

Expenditure. 

Family. 

per unit. 


£ 8. d. 

£ ,9. d. 


£ s. d . 

Mi 

40 0 0 

38 10 0 

6 

6 8 4 

58 10 0 

48 0 0 

7 

6 17 2 

Mi ::: :: 

34 10 0 

28 0 0 

®i 

24 

4 6 2 

17 0 0 1 

12 15 0 1 

5 2 0 1 

Mi ::: :: 

7 10 0 1 

7 4 0 1 

4 

1 16 0 1 

6 0 0 

6 0 0 

4*. 

1 6 8 


1 Omitting value of clothing 


Finally, I give particulars of the monthly budgets of two 
college students, one drawn from the first of the classes repre- 
sented above, the other from a more well-to-do class. 

The former is an orphan. His uncle, who has brought him 
up, allows him 10s. each month, and his father-in-law 7s. He 
earns 7s. by private tuition. His regular expenses are : college 
fees, 5s. 6 d. ; share of rent and messing charges (he lodges with 
five. other students, and they employ one servant and a cook), 8s. ; 
light refreshments, 5 d. ; washerman and barber, 7 d . ; and miscel- 
laneous, Is. ; total, 15s. 6 d. Out of the balance (viz., 8s. 6d.) he 
has to buy his books, clothes, etc., and whatever he can save he 
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sends home to his wife. The annual expense of his education, 
allowing for two months* vacation, may be taken as £9 to £10. 

The second student pays fees (at a Government college) of 8s. 
monthly; rent and messing, in the capital town of the province, 
come to 15s. He also spent 2s. on ghi (clarified butter), 2s. fid. 
on milk, and 2$. 6d. on light refreshments. Washerman and 
barber cost him fid., and miscellaneous expenses amounted to Is. ; 
total, 31s. 6d. This month he received only 305. from home, so 
that he ran into debt to the extent of Is. 6 d. This student after- 
wards removed to the College hostel, as being rather less 
expensive. Allowing for books and clothes, a student of this class* 
spends £16 to £18 a year. 

F.. A. Horne 

Patna College, India. 
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THE TRIPLE ALLIANCE OF LABOUR. 

Its National and Trade-Union Significance. 

The war has caused great changes in the “news value” of 
current events, matters of vital economic significance have been 
overshadowed by political and military events. Thus little 
reference has been made in the Press to the formation of the 
“triple industrial alliance” between the Miners’ Federation of 
Great Britain, the National Union of Railwaymen, and the 
National Transport Workers’ Federation — three of the strongest 
trade unions in the country. This important event is more than 
a domestic concern of the unions involved or of trade unions in 
general. The conditions underlying the alliance and the possi- 
bilities revealed make it an event of the greatest national 
significance. 

It is not an emergency measure hurriedly carried out to meet 
war conditions. It is rather the result of settled policy applied 
after nearly two years of negotiation. Neither is the alliance the 
offspring of the “official element” in the unions, nor is it an end 
in itself. It is the result of the demand of the rank and file for 
some form of co-operative action as a means to an end, viz., “the 
support of each other’s demands.” It is intended a 3 a weapon in 
the armoury of “fighting ” trade unions. 

For the significant fact is that the origin and nature of the 
alliance bear the impress of the M.F.G.B.— the most democratic 
organisation and the strongest economic force in the kingdom. 
For this union, through its control over the vital coal industry, 
holds the key to national industrial efficiency for war and peace. 
Ever since its formation in 1888 the M.F.G.B. has revealed a 
wonderful knack of ultimately gaining its ends — witness the 
Coal Mines Act, Eight Flours Act, Minimum Wage Act, non- 
application of the Munitions Act to coal strikes, the exclusion of 
non-unionists from collieries. The Delegate Conference of the 
Miners’ Federation controls its affairs and indicates the trend of 
opinion among its 700,000 members. From the outset it has 
endorsed a policy of “fighting” trade unionism, more aggressive 
than ever since the control passed to the radical and socialist 
sections supporting the “advanced” policy of industrial and 
political action. This aggressive younger generation of miners 
has compelled the Federation to abandon its policy of “ aloofness ” 
and self-sufficiency ” in relation to trade unionism in general, in 
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favour of a policy of leadership to save trade unionism from 
“resectable stagnation as benefit clubs.” The resolutions o? the 
Miners’ Conferences were to be something more than hardy 
annuals. 

The result of this new tendency was speedily visible at the 
Conference of 1913, which resolved “that the executive com- 
mittee of the M.F.G.B. be requested to approach the executive 
committees of other big trade unions with a view to co-operative 
action and support of each other’s demands.” This was the 
nucleus of the Triple Alliance, for the executive committee of the 
M.F.G.B. at once approached representatives of the trade unions 
whose conditions most resembled those of the M.F.G.B. — 
viz., the N.U.R. and the N.T.W.F. — in the belief that 
“if a working arrangement could be concluded with a 
few of the larger sections, afterwards extensions to other groups 
could be made.” This would seem to show that the alliance is 
itself intended as the nucleus of another even greater organisation. 

The Executives of the three unions first met in April, 1914, to 
consider ways and means of co-operating, and appointed a joint 
committee to draft a joint agreement, wdiich was discussed and f 
approved by the unions and members concerned, and formally 
adopted at a joint conference on December. 9th, 1915. The work- 
ing ierms of the resulting Alliance are: — 

1. Matters of a national character, or vitally affecting a principle, may 
be submitted to the joint body, co-operation not to bo called upon or 
expected until the matter in dispute has received the endorsement of the 
National Executive of the organisation concerned. 

2. Joint action to be taken when two of the three executives have decided 
in favour of such a course at a meeting specially called. 

3. Complete autonomy to be reserved for any one of the three bodies to 
take action on their own behalf. 

4. No obligation to take action unless the foregoing conditions are com- 
plied with. 

5. Meetings of the three full executives to be held half-yearly. 

6. A joint consultative sub-committee to be appointed, consisting of two 
representatives from each organisation. 

7. Every effort to create effective control of their respective organisations 
to be taken by the allied bodies. 

8. Management expenses to be at the rate of 10s. per 1,000 members from 
each affiliated body. 

0. That joint action can only be taken when the question at issue has be^n 
before the members of the three organisations, and decided by such methods 
as the constitution of each organisation provides. A conference shall then 
consider and decide the question of taking action. 

The last clause was proposed by the M.F.G.B. as a means of 
ensuring democratic, control by its traditional conference system. , 
The managing sub-committee comprised the president and * 
secretary of eaoh of the combining organisations. Mr. Smillie 
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(President of the M.F.G.B.) was appointed President of the 
Alliance ; Mr. Harry Gosling, L.C.C. (President of the 
N.T.W.F.), being Vice-president, and Mr. J. H. Thomas, M.P. 
(Assistant and Finance Secretary of the N.U.R.), the Treasurer. 

The nature of the allied organisation can only be fairly esti- 
mated by reviewing the position of the constituent unions ; for it 
is according to the policies and resources of the latter that the 
future of the alliance must be largely determined in that it is 
really a federation of unions united for certain approved purposes, 
but otherwise independent. The alliance is an interesting case of 
federation to the third degree, because one of the unions, the 
M.F.G.B., is itself a federation of local federations. The 
M.F.G.B. will probably be the dominant partner in the alliance 
on account of its strength, completeness of organisation, and 
efficiency of policy. Since the miners’ unions of Durham and 
Northumberland joined the M.F.G.B., 1907-8, it has acted for 
the miners throughout Great Britain as regards legislation and 
general matters of industrial and political policy. It also regulates 
directly the wage-percentage changes, the policy, and Conciliation 
* Board affairs of the federated miners’ unions in England and 
North Wales. Its membership has increased rapidly : — 1888, 
36,000; 1889, 96,000; 1893, 200,000; 1900, 363,000; 1907, 
158,000; 1913, 675,000; 1914, 736,850, or over 75 per cent, of 
the colliery employees in Great Britain. It comprises the Midland 
Counties Miners’ Federation (90,000 members) and the following 
unions on the normal pre-war basis, 1913-4 : — 
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Northumberland M\ners’Assoc., 


£ 

£ 

£ 

£ 

£ 

£ 

1863 

43,479 

20,942 

23,204 

6,986 

569 

1,417 

7,643 

Durham Miners’ Assoc.. 1869 ... 

189,887 

125,219 

211,253 

2,681 

28,221 

165,072 

28,357 

Cumberland „ ,, 1872 ... 

Lancs. and Clics. Miners’ 

9,282 

3,050 

7,779 

150 

1,405 

— 

3,243 

Assoc., 1881 

North Stafford Miners' Assoc., 

80,773 

85,354 

64,055 

28,934 


3,108 

10,615 

1869 

27, 190 

27,241 

21 ,024 

425 

900 

846 

7,000 

Derbyshire Miners’ Assoc., 1880 

40,747 

281,463 

58,176 

23 

2,438 

4,993 

10,521 

Warwick ,, ,, 1885 

11,000 

12,626 

14,888 

— 

07 

— 

6,469 

Leicestershire ,, ,, 1887 

Nottinghamshire Miners’ Assoc., 

6,663 

8,766 

7,665 

— 

115 

692 

1 

955 

1880 

Sduth Wales and Mon. Miners’ 

34,184 

152,805 

88,152 

— 

2,761 i 

6,804 

3,200 

Assoc., 1898 

153,818 

76,556 

165,798 

30,194 

1,806 

1,706 

77,020 

North Wales Miners’ Assoc. , 1892 
National Union of Scottish 

13,839 

8,426 

9,242 

104 

1,666 

185 

1,827 

Miners, 1913 

Cleveland Miners and Quarry* 

85,750 

640 

5,987 

2,569 

— 

— 

2,556 

men's Assoc., 1872 

9,296 

4,151 

6,683 

. — 

825 

1,170 

2,603 

Yorkshire Miners’ Assoc., 1881 

107,224 (1914) 

— 

— 



l 

— 

South Derby ,, „ 

4,700 (1914) 

. — ! 

— 



— 


_ 

Somerset ,, ,, 

3,898 (1914) 

— 

— 



1 





Forest of Dean Miners’ Assoc. 

2,781 (1914) 

— 

_ 









Bristol Miners’ Abboc 

2,188 (1914) 

— 

— 









Kent Miners’ Assoc 

150 (1914) 

— 

— 

— 

— 

— 

— 
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The M.F.G.B. is organised upon the basis of ‘'industrial 
unionism,” not accepting as members any craft unions of colliery 
craftsmen, &c. These must join up with the big ‘‘county 
unions ” of miners. The M.F.G.B. strictly controls the policy of 
the Federation and has power to use the resources of the latter for 
all approved purposes. The latter are likely to be closely related 
to the activities of the alliance, especially the securing of legis- 
lation affecting its members favourably ; the assistance of federated 
unions in cases of legal appeals ; the provision of fundj towards 
the expenses of labour and political representation; the control of 
means for protecting and improving the wages, trade position, and 
general interests of miners; the holding of conferences and the 
raising of funds for the above purposes. 

The M.F.G.B. has shown an increasing readiness to support 
the advance movements of the federated unions when any ques- 
tion of trade-union principle or national application is involved. 
These are usually similar to the “matters of a national character 
or vitally affecting a principle ” for which the joint action of the 
Triple Alliance is to be set in operation. Also, in practice, most 
trade-union disputes can be shown to involve these questions of 
principle and national concern. For these reasons the way is open 
for aggressive or advanced sections to bring forward proposals for 
the approval of the M.F.G.B. , and then of the Triple Alliance, with 
^a considerable chance of getting them applied upon a national 
scale by means of joint national action. Hence there is a very 
important connection between the policy of the M.F.G.B. (and 
equally so that of its partner unions) and the probable policy of 
the Triple Alliance. As far as the M.F.G.B. is concerned, recent 
resolutions indicate that the matters regarded by the miners as 
questions of principle and national concern are chiefly : — On the 
industrial side, appear the enforcement of an individual minimum 
wage for miners on a national scale, national action to secure 
uniformly good conditions throughout the coal-mining industry, 
the extension of membership- of the M.F.G.B. so as to exclude 
the non-unionists from the collieries, and the organisation of all 
colliery employees in one “industrial ” union ; improved schemes 
of compensation for injury and fatalities to miners ; better safety 
precautions and inspection (by State-paid, practical inspectors, and 
some working miners) in collieries ; higher standards of work, 
housing, and life for the mining population; joint action «on a 
national scale by unions in different coalfields “on questions of 
new or existing principles’*; a National Conciliation Board and 
national action for all miners in Great Britain ; arrangements fo* 
all agreements in the coal-mining industry to terminate on the same* 
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date, and for no new agreements to be made unless a higher 
minimum wage be a part of the conditions. Items in the political 
policy are the resolutions urging the Government to appoint a 
Minister of Labour ; to reverse the Osborne judgment ; “to nation- 
alise all land, minerals, mines, royalties, and railways, in the 
interests of the industries of this country ” ; to prevent the eviction 
of miners during strikes by colliery employers owming houses ; to 
undertake housing reform ; to increase, the old-age pensions, and 
to reduce the age limit; to legislate for improving mining condi- 
tions and for nationalising the surplus of funds established after 
mining disasters in order to form a national fund for relieving 
sufferers from all mining accidents. The miners* unions seek to 
increase the representation of their members in central and local 
government, for which political purpose the alliance is likely 
to be very useful. 

Apart from the above affairs of policy the direct contribution of 
tTie M.F.G.B. to the resources of the Triple Alliance are very im- 
portant : e.g ., a large, well-organised membership concentrated in 
location and controlling large funds and immense capacity for rais- 
ing levies ; a vast network of local organisations directed by an able 
body of full-time “miners’ agents ” ; an active and well-informed 
rank and file eager to support any “advance movements'* to 
improve working-class conditions ; a strong and democratic central 
organisation, holding the key to a vital industry and acting through 
a cautious executive past-master in the art of collective bargaining, 
industrial and political action. 

The more centralised organisation of the National Union of 
Baihcaymen influences the resources and policy of the Triple 
Alliance in other equally important respects. 

The N.U.R. is really the outcome of the advance to extend 
trade unionism among unorganised railway workers begun by the 
Amalgamated Society of Railway Servants in 1906, and intensified 
by the conviction that the lack of unity in organisation, control, and 
policy crippled the railway trade unions in the disputes of 19] 0-12. 
Like the M.F.G.B., the N.U.R. is organised upon the basis of 
“industrial ” as opposed to “ craft " unionism; for its primary 
object is “to secure the complete organisation of all workers 
employed on or in connection with any railway in the United 
Kingdom.” It is an “all grades ” trade union organised as an 
amalgamation with an industrial and national basis on March 31st, 
1910, by the fusion of three’ railway unions with a combined 
membership of about 170,000. The rapid success of the N.U.R. 
is very noteworthy : — 
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Membership in 

• 

At fusion, 

March ttth, 1918. 

December, 1914. 

December, 1916. 

England 

— — 

228,315 

253,736 

Ireland 

— 

3,239 

3,679 

Scotland 

— 

19,197 

24,813 „ 

Wales 

* ___ 

1 

22,631 

! 

24,122 

Total 

170,000 

273,369 

306,350 


The financial development lias also been satisfactory : — 

Income. Funds. 

Yen?. £ £ 

3913 199,297 4*6,435 

1914 24 3, 401 574,426 

The successful growth of the N.U.Tt. and the M.F.G.B. has 
brought them into violent conflict, with the craft unions of 
mechanics, blacksmiths, carpenters, <^c., culminating in a straight 
fight at the 1915 Trade Union Congress. The Transport 
Workers’ Federation is also “industrial” in type and policy. 
Herein the three unions in the Triple Alliance meet, on common 
ground, and their agreement is highly significant in that it marks 
a further advance for industrial unionism as opposed to craft 
unionism — the storm centre of modern trade-union developments . 
As regards the mining industry, the struggle is really decided 
owing to the strength of the M.F.G.B., and events show the all- 
grades movement of the N.U.B. to be most effective and suitable 
for modern railway conditions, c.g. : — 


Grade. 


Persons Employed on ' Members of Railway 
Railways, 1013. j Trade Unions. 


Engine-drivers 

Firemen 

Guards and brakesmen (goods) 

Guards, passenger 

Permanent-way men 

Permanent-way labourers. . . 

General labourers 

Porters 

Shunters 

Signalmen and pointsmen 

Carmen and vanguards 

Mechanics 

Clerks 


29,869 

27,343 

16,588 

8,427 

52,517 

19,427 

53,780 

61,648 

15,095 

29,512 

25,509 

88,939 

76,210 


N. U. R. all grades,' 
members in 3915 
= 306,350 and rapidly 
increasing. 

Associated Society of 
Locomotive Engineers 
and Firemen, 1915, 
= 32,200 members ; 
nearly stationary in 
growth. 

Railway Clerks' Associa- 
tion, members in 1914 
= 29,394; gf’oV th 
small. 


Totals 


504,864 


367,944 




386 


THE ECONOMIC JOURNAL 


SEPT. 


As with the M.F.G.B. and the Triple Alliance, supriBI control 
of the N.U.R. is centralised in the general delegate conference, 
and the executive appointed by it. Yet tfofe local “branches” of 
the N.U.R., like the miners’ local “lodges,” are active in 
influencing policy and action ; some of the former have a large 
membership, concentrated in location and mostly coinciding with 
the big “district” organisations of the M.F.G.B. and the Trans- 
port Workers’ Federation, as in coalfield and port areas, e.g. : — 
Approximately, 4,400 at Derby ; 3,000 at Doncaster ; 5,000 at Man- 
chester ; 6,000 at Cardiff and Newport ; 5,000 at Glasgow ; 5,000 at 
Hull ; 5,000 at Liverpool ; 10,000 at the North-east ports ; 3,500 at 
Leeds ; 5,000 at Birmingham. 

This natural concentration and coincidence of membership as 
between the three partners of the Triple Alliance must certainly 
influence greatly the efficiency and |x>licy of the latter. 

Unlike the M.F.G.B. and the N.T.W.F., the N.U.R. includes 
a National Health Section and provident funds, but these are 

worked separately so as not to hamper the active trade policy of the 
N.U.R., which may come within the range of the Triple Alliance's 
activities , viz., “to organise all railway workers in the United 
Kingdom ; to improve the conditions and protect the interests of 
its members; to obtain and maintain reasonable hours of duty, 
rates of wages, and other conditions of labour ; to settle disputes 
between members and their employers, and to regulate the rela- 
tions between them by the collective withholding of labour or 
otherwise ; to further the interests of members by representation 
in Parliament and local governing bodies ; to provide assistance to 
members unemployed through unjust treatment, disputes, &c., and 
legal and other assistance in matters pertaining to the employment 
of members, &c.” The growing membership, resources, up-to-date 
secretariat, and extensive local organisation of the N.U.R. repre- 
sent a good backing to this policy. 

It is said that nine-tenths of the ineffectiveness of trade 
unionism has been due to disputes as to overlapping , demarcation, 
poaching of members, <tc. This is one chief cause of disputes 
between the industrial N.U.R., the M.F.G.B., and the craft 
unions, and also between the N.U.R. and the transport workers* 
unions, since their spheres meet at every coalfield, port, and rail- 
way terminus. Thence arises the great significance of the inclusion 
of the National Transport Workers' Federation in the Triple 
Alliance, especially as general and water transport is increasingly 
important in modern industry and commerce. 

The successful dock strikes in London, 1889-90, stimulated the 
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growth oF & fighting ” trade unions among the dock, waterside, and 
general labourers. In tljp same way, the strikes of 1910-12 began 
another period of growth resulting in the formation of the 
N.T.W.F. and increased membership of the federated unions ; 
see the Labour Year Book, c.g . : — 


Year. 

Railway 

Servants., 

Tramway 
Workers, 
Carters, &c. 

Seamen. 

Dock 

and 

Canal 

Workers. 

Total Transport 
Trades exclud- 
ing General 
Labour Unions. 

1904 

76,999 

36,181 

17,800 

40,692 

171,672 

1905 

82,694 

35,944 

16,859 

40,809 

176,2W 

1906 

102,065 

38,310 

16,625 

43,731 

200,752 

1907 

138,887 

11,950 

17,874 

50,495 

249,206 

3908 

118,713 

41,547 

18,767 

51,015 

230,042 

3909 

112,130 

| 42,759 

21,763 

47,385 

224,037 

1910 

116,214 

48,603 

25,930 

54,476 

245,223 

3911 

185,513 

85,389 

88.575 

154,061 

513,538 

1919- 

202,329 

67,467 

104,908 

140,070 

514,774 

1913 

326,192 

94,088 

125,550 

154,122 

699,952 

1914 

336,671 

96,832 

128,921 

343,263 

705,687 




i 



Number of Employees in Transport Industries compared with numbers Organised 
as above : — 

1913 | 504,364 | 311,144 | 292,057 | 408,72*1 | 1,516,786 


The above figures indicate that the trade unions in the rail- 
way and transport industries are rapidly increasing their control ; 
as most of them are represented in the Triple Alliance the 
consequent strategic strength of the latter is significant. The 
resulting relations between the N.U.K. and the N.T.W.F. 
(especially as regards arrangements for settling demarcation dis- 
putes, schemes of transfer, &c.), and the gain of the latter from 
union with the M.F.G.B., wid help to render more stable and 
effective the trade unions among general transport workers. For 
what they need is a greater degree of central control, and resources 
in finance and organisation. As regards the latter, the N.T.W.F. 
works chiefly through local iP district committees,’* comprised of 
delegates from the local unions of the districts concerned. They 
deal with routine business, report to and act as agents of the 
central authority of the Federation, whose objects are briefly “the 
furtherance of amalgamation among its constituent unions ; the 
establishment of an information bureau and of a Transport 
Workers’ Journal,** and the organisation of the transport indus- 
tries In general. The membership of the N.T.W.F. approaches 
half a million, distributed among 30 unions, with funds of about 
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£190, 000 and income of nearly £300,000, contributing 3d. per 
member per annum to the Federation 


Name and Date of Formation. 

Normal > 

Pre-war 

Membership. 

Funds. 

Income. 

Dispute Pay. 

Unemployed 
and Travel- 
ling Benefit. 

Friendly 

Society 

Benefits. 

Management 
and Other 
Expenses, 

national Tr (import Workers' Federa - 

£ 

£ 

£ 

* 

£ 

£ 

tion> (IP JO) •— 







Amal. Stevedores’ Labour Protection 







League, 1870 

Amal. Soc. of Watermen, Lightermen, 

5,171 | 3,152 

7,810 


860 


5,080 

and Bargemen, 1872 

Dock, Wharf, Riverside, and General 

4,411 j 5,704 

7,175 

189 

— 

2,023 

3,054 

Workers’ Union, 1887 

18,000 i 30,709 

1 

30,808 

1,670 

31 

J ,188 

18,241 

Natl. Union of Gas Workers’ and Geul 




Labourers, J8S9 

Labour Protection League, 1880 

134,538 ! 80,298 

70,005 

10,830 

5,834 

3,420 

20,845 

308 

3,882 i 09 

357 

— 

— 

— 

Mcisev Quay and Illy. Carters, 1880 ... 

9,301 13,013 

7,728 

213 

— 

3,291 

1,629 

Natl. Amal. Labourers’ Union, 1880 ... 
,, ,, Union of Knginemen and 

Firemen, 18S9 

5,862 j 0,415 

j 

5,024 

205 

— 

598 

1,859 

10,209 1 15,285 

12,780 

1,053 

1,070 

822 

4,747 

Natl. Amal. Union of Labour, 1880 

00,003 | 12,094 

9,889 

7,058 

_ 

8,503 

15,083 

,, Sailors and Firemen, I8P4 

,, Union of Dock Labourers and 

82,851 1 31.190 

74,401 

5,130 

— 

8,705 

38.3S3 

Riverside Woikers, 1880 .. .. j 

51,755 i 18,475 

28,003 

9,202 



2,619 

14,099 

Natl. Union of Ship Stewards, Ac., 1909 | 

15,310 1 7,450 

9,010 

83 ; 

— 

712 

4,039 

,, ,, of Vehicle Workers, 1SSS 

N. of Scotland llorsc, and Motormcn, 
1808 

8,834 , 317 

1 

5,093 

105 ; 

— 

2,383 

2,911 

9,311 ; 7,499 

11,080 

7,0m ! 

_ 

5,295 

2,330 

Scottish Union of Dock Labourers, 1011 

8,450 7,750 

0 041 

2 088 ‘ 

— 

247 

3,402 

United Carters' Assoc, of England, 1800 
London and Prov. Union of Licensed 

9,021 ! 4,744 
! 

7,040 

1,257 

— 

2,804 

3,433 

Vehicle Workers, 1804 

15,320 I 4,044 

45,380 

33,798 | 

| 

2,210 

7,408 

Upper Mersey Watcrimn and Porters 


, A 

1 

Association, 1S80 j 

2,000 j — 

- 

— ! 


_ 

__ 

Weaver Watermen’s Association, 1880 i 

405 ! - 

— 

— 






Amal. Genl. and Warehouse Workers .. 

— i — 

— 

1 

— 





,, Union of Engine and Crane * 
Drivers I 

1 


1 

! 




Amal. Society of Salt Workers 1 

— I 

— 

— 


— 



Glasgow Shi]» Riggers’ Association ... ' 

| 

— 

1 

— 

— 

— 

Jlull Seamen and Muiine Firemen 

— , — 


— , 

— 

— 



United General Labourers of London.. J 

j „ 

— 1 

_ i 






,, Society of Boiler Scalers and , 







Stokehole Labourers 

1 — 

— 

— 

— i 




Cardiff-Barry-Fenarth Coal Trimmers 

— i — 

— 

— ! 


— 



N. of England Trimmers and Teerners , 

_ i _ 


— j 

1 

— 

— 


The fact that the N. T.W.F. is affiliated to the International 
T.W.F. greatly extends the range of possible activities taken by 
the Triple Alliance through the N. T.W.F., or vice versA. The 
members of ‘the unions in the N. T.W.F. are famed as “hard 
fighters ” and advocates of aggressive trade-union action. Their 
control of facilities for water transport, gas, and of dock and 
general transport seryices in great ports and coalfield centres, and 
the many points of contact between them and the M.F.G.B. and 
the N.U.R. as to policy and action, mean an important contribu- 
tion to the efficiency of *the alliance. 

The causes for the formation of the alliance arise partly from 
deliberate intention and partly from underlying conditions ; some of 
the former have been referred to by the President of the Alliance, 
and of the M.F.G.B., e.g. : — “A strike on the railway system 
immediately affecls the miners and the transport workers . . . 
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whenever any one of these three great sections have struck the 
pthers«have had to stand by and suffer in silence. . . The predomi- 
nant idea of the alliance is that each of these great fighting organi- 
sations, before embarking upon any big movement, either defensive 
or aggressive, should formulate its programme, submit it to the 
others, and that upon joint proposals joint action should be taken. 
... It is clear to everyone acquainted with industrial development 
that capital is now organised for the purpose of attacking trade 
unionism, and for defence agairst trade-union advance. Should 
the occasion arise, each section of the alliance must be ready to 
render sympathetic action, deliberately thought out and agreed 
upon, should any one of the partners in the scheme be the object 
of attack. ... In every case the results of joint action on a large 
scale should be rapid and decisive, and all the loss inseparable from 
trade troubles of the past could be prevented in the future. It will 
be wise, indeed essential, to have the working agreement ready for 
the days of peace after the war. It is then that we may expect 
an attack on labour by the employers ; it is now, in the midst of 
war, that we must prepare for the industrial conflicts that the 
military peace will bring.” (Labour Year Hook, p. 130 ct scq.) 

Of the 260 million tons of coal raised in 1912 in the United 
Kingdom, quite 80 per cent, was handled ‘by railway and general 
transport workers, over 30 per cent, of the output passing overseas 
through docks and a large quantity besides going coastwise. 
Thence arises an immediate common liability of the unions in the 
Triple Alliance, for mutual loss from strikes and lock-outs. 

Facilities for joint action by these unions are necessary nega- 
tively to prevent mutual loss, positively to make them more efficient 
for industrial and political action. Coal owners and merchants break 
a strike in one coalfield by using the railways to bring coal from 
stocks and other coalfields. The possibility of importation made 
the miners’ general strike in 1912 less .rapidly paralysing than had 
been expected. Railway facilities were used as a set-off against 
the dock strikes in London and Liverpool and the seamen’s strikes 
preventing the transport of coal coastwise. JBut as the President 
of the Triple Alliance observes, joint action could threaten such a 
stoppage of national production as would force an immediate settle- 
ment. The lack of joint organisation for political action weakens 
the unions in local and national politics ; but for this the miners 
would have forced the Government to name the definite minima in 
the Minimum Wage Act, and the rail way men would not have had 
to accept unsatisfactory terms after State intervention to end their 
1910 strikes. The rank and file have been convinced that greater 
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control of the machinery of government is desirable, not merely to 
secure legislation, improving their conditions of work and life, but 
also to give their combined unions a greater share in the decision 
of national and international affairs, like that held by Parliamentary 
representatives of other vested interests in industry and commerce. 

The movement towards “solidarity” has been operative upon 
trade unionism for a long period, but it has assisted the new 
“group ” organisation of the Triple Alliance because of many 
fundamental conditions of similarity between the constituent 
unions as regards (1) their economic conjuncture ; (2) their trade- 
union structure ; (3) their policies. These similarities have directly 
assisted and partly caused the formation of the alliance, e.g . : 
“The miners contented themselves in the first place with securing 
anoint meeting with the representatives of the two industries most 
comparable to their own. ... It was felt that if a working arrange- 
ment could first be concluded with a few of the larger sections, 
afterwards extensions to other groups could be made.” The bases 
of economic similarity are briefly : — 

a. The three sections of workers are largely concentrated and 
coincident in location , chiefly in the ports, coalfields, and industrial 
areas — the pivots of the industries concerned. 

b. As such they have numerous points of contact and overlap 
as regards economic function, policy, and interest. 

c. In the industries concerned the representative firm is big 
with massed capital, largely fixed in plant, on account of which 

d. There is little chance of the employees becoming small 
masters ; their direct interest is rather to improve their position as 
wage-earners, especially as the mass of fixed capital makes their 
employers vulnerable through the losses on fixed charges during 
strikes. 

e. The firms concerned are remarkably well-organised for 
industrial and political action as regards their individual sections 
(associations of colliery owners, railway, shipping, and transport 
firms), and also jointly by interconnection through directorates, 
shareholders, agreements, &c. 

/. The industries concerned are essential public utilities (being 
legally considered as such in Canada), occupying a monopolistic 
position through their relation to natural, legal, and economic 
conditions, e.g., the limited supply of coal, the necessity for it and 
the Jack of substitutes, the difficulties in promoting new railways, 
opening new coal mines, &c. 

g. The operations in these industries are closely regulated by 
legislative provisions giving the employees a common interest in 
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increasing their political power: e.g ., the notorious increase of 
accidents and fatalities on railways, docks, and in collieries can 
only be checked by stricter Governmental insistence upon safety 
precautions, better inspection, and control of speeding-up devices. 
The seamen’s unions urge that the safety Plimsoll mark was 
raised by, and therefore can be restored by Parliamentary action. 

h. All the industries are growing industries making big 
demands upon the labour market upon rising terms, and relatively 
affected little and alike by boom and depression . Industrial sec- 
tionalism is not highly developed within them, and workers pass 
easily from one “grade” to another after entering as unskilled 
or juvenile workers. 

i. For the latter reason, as regards personnel they are largely 
open industries , unhampered by apprenticeship regulations*, 
employing a big proportion of unskilled labour and a small active 
leaven of skilled workers. The latter thus have a direct interest in 
organising skilled and unskilled in the same “all-grades union,” 
imbued with the spirit of aggressive industrial unionism. 

j. In all the industries labour conditions of adult males are well 
maintained through the absence of “outworkers,” sub-contracting, 
exploited female and juvenile labour. A small proportion of boys 
are employed, the female employees on railways are prevented 
from undercutting rates, no females can work underground, and 
about a few thousand are surface workers with only a life interest. 
The miners and the transport workers successfully resisted the 
entry of females into docks and collieries even as a “temporary ” 
war measure. 

k. The relations of the allied unions to political conditions have 
become increasingly alike : e.g., as regards possible nationalisation 
projects, increased control by legislation and political action. 

II. The above resemblances are really fundamental causes for 
this “ group ” alliance of trade unions, especially as their influence 
is greatly increased by similarities between the allied unions as 
regards structure and policy . These conditions directly influence 
the nature of the Triple Alliance. 

The N.U.B., the M.F.G.B., and the N.T.W.F. are all unions 
of the* " industrial " type , organised on a national scale so as to 
include all grades of employees within the industries concerned. 
In all, as in the Triple Alliance, the constitution and methods of 
control are democratic, making great use of the active local branph, 
the district meeting, the supreme general conference of delegates 
controlling an executive with centralised power. Their membership 
is largely concentrated and coincident in location , the rank and 
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file, especially the miners and railwaymen, being well-informed, 
Aggressive, and active in influencing the policy of the official 
element. In politics, the personnel are chiefly Radicals or Socialists 
(the latter being very strong among the younger generation of 
miners), not narrowed in trade views by the interests of close 
crafts, or parochial in outlook through allegiance to local organisa- 
tions. The origin of tfite three unions is recent, but their growth 
is rapid and strong. The policy is aggressive and fighting trade 
unionism in type, with a strong liking for political and industrial 
action on a national scale, and a bias against the reckless assump- 
tion of friendly society responsibilities, which only the State or 
the whole community can discharge and cripples the trade unions 
for trade policy so that they become “mere middle and upper class 
rate-reducing institutions. 1 ” 

While all three unions adopt a fiercely hostile attitude to non- 
unionist and “scab” or “blackleg” labour, they oppose strongly 
the narrow policy of the craft unionism which organises only the 
skilled workers and maintains sectionalism and inefficiency 
thereby. They strenuously advocate the national industrial union 
as the basis of trade-union efficiency, the system of “free trans- 
fers ” between trade unions as a remedy for demarcation and 
poaching disputes, and the use of skilled and elected full-time 
officials controlled by general meetings so as to ensure the elusive 
combination of internal efficiency in administration with popular 
democratic control of policy and action. 

The M.F.G.B. and the N.T.W.F. have always taken an active 
part in extending their organisation and policy so as to operate 
upon an international scale, through international conferences and 
affiliation. The miners and the transport workers tried to help 
the Belgian trade unions in the 1911 strike, and have keenly 
debated the possibilities of international trade-union action as a 
means to prevent war. 

The programme of what the Triple Alliance may do is certain 
to be directly influenced by the policy and nature of the con- 
stituent unions indicated above. Other indications are given by 
the views of its officials ; the President has observed : — “ We recog- 
nise that this is not the time tor heroics, and it is unlikely that 
the drafting of a national programme will take place for some 
months. . . . The idea behind this agreement is not in any way the 
foripation of a federation. The new body is not to be a rival to 
any other. Nor is it to be sectional in any sense. There is no 
suggestion, for instance, that if one section of the miners deter- 
mines to strike they will receive the assistance of the new alliance. 
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Action is to be confined to national action. Further, no action 
will be taken until all three parties have met in conference and 
have agreed upon the course to be adopted. ' Sj T mpatheliic action 
in fact is no longer to be left to the uncontrolled emotions of a 
strike period, but is to be the calculated result of mature considera- 
tion and careful planning. The predominant idea of the alliance 
ir that each of these great fighting organisations before embarking 
upon any big movement, either defensive or aggressive, should 
formulate its programme, submit it to the Others, and that upon 
joint proposals joint action should then be taken. While the 
scheme at the moment is not intended to include more than the 
three trades referred to, it may well be found advisable later on 
to extend the scope of the alliance in the general interests of 
Labour as ct whole. Even now, indeed, it has already been dis- 
cussed whether the Triple Alliance might not be in a position 
to help our fellow-workers in the textile industry if, 'at an adverse 
moment, They were threatened with a lock-out. Under such 
circumstances there is every probability that, a stoppage of produc- 
tion would cause an immediate settlement.” (Labour Year Book.) 

Mr. J. H. Thomas, the Treasurer of the Alliance and Assistant 
Secretary of the N.U.B., has stated : — “The many problems 
arising out of the war were discussed, and arrangements made to 
call the full executive together at a later stage. Employers will 
therefore be wise if they recognised at once that organised Labour 
is fully alive to the troubles ahead, and is making arrangements 
to meet them ; and members of the rank and file will also do well 
to note that no efforts will be. spared by those in authority in their 
respective unions to take all steps necessary to safeguard their 
interests.” 

The Triple Alliance is thus a mobilisation of the resources 
and power of the Labour movement, beginning with co-ordination 
of the interests of a natural group of trade unions. The extension 
of the alliance to include xmions in the textile industries, already 
discussed, would be a great advance, linking up the resources of 
another natural group of powerful unions. Whatever extension 
takes place will be on the basis of industrial unionism , because 
the Triple Alliance has already refused to admit to its scheme the 
National Federation of Enginemen, because this includes a craft 
union (the Associated Society of Loco. Engineers arid Firemen) 
opposed to the industrial policy of the alliance. • 

The alliance has already begun activities dealing with the sus- 
pension of trade-union rules during the war, the industrial 
conscription policy, the demobilisation plans. A proposal at the 
No. 103. — VOL. XXVI. D D 
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1915 Conference of the M.F.G.B. recommended that “the new 
organisation should be put into immediate use to enforce the 
national programme.” Its activities are likely to take three direc- 
tions : — 

I. As regards the constituent unions , they will have facilities 
for settling demarcation and transfer problems, for preventing one 
class of transport facilities being set oil against others, for raising 
levies to support industrial and political action, and, above all, for 
taking means for preventing mutual loss from ill-judged strikes, 
and for making the latter effective on a joint national scale. The 
combined political power of concentrated membership in the coal- 
field and port constituencies can be effectively used in local and 
national government. The position of each union in its industry 
and in trade-union and national affairs in general will be greatly 
consolidated. 

II. As regards trade unionism generally , the Triple Alliance 
strongly turns the balance in favour of industrial as agffinst craft 
unionism, and may well precipitate the victory of the former. It 
indicates a solution of the problem of attaining solidarity while 
respecting individual interests, which has baffled the trade unions 
for over a century. The Triple Alliance is a group alliance that 
may open the way for *a federation of similar group alliances of 
metal workers, general labour, textile workers, &c. ; that will serve 
as the necessary central authority for trade unionism in place of 
the heterogeneous and futile general trades union , or general 
federation, unable to adjust conflicting interests for securing joint 
action. The Triple Alliance will certainly give an advanced policy 
and an aggressive lead for new developments of trade unionism. 

III. As regards the State and national affairs , the Triple 
Alliance is of vital significance. Its political power is likely to be 
considerable when fully organised and applied. Its economic 
power is sufjibient to call a general strike that would paralyse most 
national activities within a few days , unless the leaders’ terms were 
conceded. If the proposals of the M.F.G.B. for the nationalisation 
of all mines, mining royalties, and means of transport are enforced, 
the unions in the Triple Alliance will demand a direct share in 
the national control of these activities on Syndicalist lines. The 
Syndicalist members of the M.F.G.B. therefore regard the alliance 
as a direct means towards applying their policy. If the State afid 
the Triple Alliance come to grips, as is inevitable should the 
paralysing strike be declared and force State intervention to Save 
the nation from economic stagnation, the politico-economic 
problem involved admits of only one method of solution . The State 
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cannot control the policy of the unions in the Alliance because, on 
grounds of class bias and vested interests, they suspect the Govern- 
mental authorities ; the State cannot suppress the activities of the 
alliance, because that policy failed with the Combination Acts in 
1825, and in South Wales in 1915. The State would then be 
forced to take the trade unions of the Triple Alliance into partner- 
ship as the official agencies to whom must be delegated consider- 
able control over their respective industries. It is in these politico- 
economic respects that tne activities of thd alliance have most 
significance ; for the aggressive forces behind the 1913 resolution 
of the M.F.G.J3. that led to the alliance, and also the rank and 
file of the constituent unions, intend that the alliance shall 
be used as a means to an end — greater control for Labour 
over the industrial and political affairs of the nation. There is 
certainly scope and need for some such method of “democratising ” 
the machinery of government. G. 'R. Carter 

Note. — A recent Press report of the first full meeting of the 
officiarExecutive Committee of the Triple Ahiance is of interest : — 
“The general policy of the Alliance, especially in relation to after- 
the-war problems, was embodied in a programme drawn up by the 
Special Sub-Committee. This included a demand that all depar- 
tures from trade union practices sanctioned during the wlar should 
terminate with the war. It was also declared to be the duty of 
the State to provide work or full maintenance for all war workers 
when their war work ceases. The meeting called upon the Govern- 
ment to organise demobilisation, so that all workers shall be re- 
absorbed gradually into their civil work, and to arrange for a 
period of rest at full pay for all ex-soldiers. The institution of a 
registration bureau with management powers to deal with the 
transition stage is also recommended, and it was demanded that 
the State shall guarantee full employment to all soldiers. The 
Premier, the Secretary for War, and the President of the Board of 
Trade will be asked to receive a deputation on the subjects. . . 


I> D 2 



THE RELATION BETWEEN UNEMPLOYMENT AND 

SICKNESS 

The relation here discussed is not that between unemployment 
and sickness in general, but between the incidence of unemploy- 
ment and sickness expressed in the statistics of a single trade 
union — the Amalgamated Society of Engineers. 

The cyclical movement in the number of trade unionists 
receiving unemployed benefit is a matter of common knowledge, 
but that a similar cyclical movement occurs in the percentagfes of 
men in receipt of sick pay is not so generally recognised. A 
priori one might expect some such movement, and it might be 
argued that the incidence of sickness would tend to vary inversely 
with that of unemployment. For if, as is suggested by Mr. J. W. 
Ramsbottom (Economic Journal, Vol. XXIV., p. 393), certain 
diseases, such as pneumonia, are in some measure the result of 
fatigue, one might expect that periods of brisk trade, when unem- 
ployment is at a low ebb, would be periods in which a higher 
degree of sickness would manifest itself. Moreover, in so far as 
sickness is a subjective risk, one would suppose that when earn- 
ings are high and employment good, the numbeis on sick benefit 
would grow, because men would be able to afford an illness, and 
would be less likely to remain at work when they ought to be 
receiving medical treatment. In times of depressed trade, on the 
other hand, men would have every incentive to remain at work, 
for fear that, an interval of sickness might mean that their places 
would be taken by others, and that they would find themselves 
shut out of the industrial theatre altogether. 

As a matter of fact, the reverse relationship holds good. 
Periods of low unemployment are also periods of low sickness 
percentages, and a high degree of unemployment is normally 
associated with a high degree of morbidity — if the percentage of 
men in receipt of sick benefit is, indeed, a criterion of morbidity. 

In the table below are set forth the averages of the monthly 
returns of members of the A.S.E. receiving unemployment, sick, 
and superannuation benefit, expressed as percentages of the total 
number of members at the end of the year, for each year from 
the inception of the society in 1 851 to 1914. The figures are taken 



SEPT. 1916 ] RELATION BETWEEN UNEMPLOYMENT AND SICKNESS 397 


from the Annual Report of the A.S.E. for 1914. Outstanding 
maxima in the case of sick and unemployment benefit are indicated 
by heavier type. 


\ear. 

Number of members 
at the end of each 
year. 

Percentage on 
unemployed 
benefit. 

Percentage on sick ! 
benefit. 

Percentage on 
superannuation 
benefit. 

Year. 

Number of members 
at the end of each 
^ r ear. 

Percentage on j 

unemployed 1 

benefit. 

Percentage on sick 
benefit. 

Percentage on 
superannuation 
benefit. 

1851 

11,829 

1*6 

1-4 

01 

1883 

60,418 

2*3 

2*2 

2*4 

1852 

9,737 

84 

1-5 

0 3 

j 1884 

50,981 

5*1 

2*3 

2*6 

1853 

10,757 

08 

1*5 

0 3 

■ 1885 

51,689 

6*2 

2 4 

2*7 

1854 

11,617 

1 3 

1*5 

0*3 

1880 

52,019 

74 

25 

2*8 

1855 

12,563 ‘ 

3 5 

1*7 

0*3 

! 1887 

51,869 

6 3 

2*5 

2 9 

1856 

13,406 

3 2 

1 7 

0-4 

1888 

53,740 

4*2 

2*5 

3*0 

185? 

14,299 

3 7 

17 

0*4 

1889 

60,728 

1 9 

2 2 

2 8 

1858 

15,194 

9 8 

2 4 

0*5 

1 1890 

67,928 

1 6 

2*2 

2*7 

1859 

17,790 

3 4 

1*7 

00 

1891 

71,221 

3 0 

2 5 

27 

1860 

20,935 

12 

1*6 

0*6 

1892 

70,909 

6 9 

24 

3*0 

1861 

22,862 

3 2 

1 7 

0-6 1 

1893 

73,526 

8 0 

2*4 

3 1 

1862 

24,234 

6 5 

1*8 

0*6 

1894 

75,610 

8 4 

2*3 

3*2 

1863 

26,058 

5-4 

19 

0*6 

1895 

79,135 

61 

2 6 

3*3 

1864 

28,815 

2 3 

1*8 

0*7 

1896 

87,313 

3*0 

2*1 

31 

1865 

30,984 

1*8 

1*8 

0*8 

1897 

91,944 

14 8 

2*3 

3*2 

1866 

33,007 

24 

1*6 

0*7 

1898 

83,564 

8*1 

22 

3*8 

1867 

33,325 

66 

1*9 

08 

1899 

84,957 

2*4 

2*4 

4 0 

1868 

33,474 

83 

2 0 

0 9 

1900 

87,672 

2*0 

24 

4 1 

1869 

33,639 

78 

21 

11 

1901 

90,943 

2 6 

2 2 

4 2 

1870 

34,711 

4-2 

21 

12 

1902 

93,252 

4*4 

2 4 

4 5 

1871 

37,790 

13 

1*9 

1*1 

1903 

96,403 

50 

2 4 

47 

1872 

41,075 

0-9 

1*7 

1*0 

1904 

96,106 

5*6 

2*3 

4*9 

1873 

42,382 

1*1 ! 

1*7 

1*0 

' 1905 

98,666 

4 5 

2 3 

5*0 

1874 

43,150 

LG ; 

1*8 

1 0 

1906 

104,871 

2 8 

2 3 

6*0 

1875 

44,032 

2'4 i 

1*9 

1*1 

1907 

110,084 

2*9 

2 3 

4*8 

1876 

44,578 

3 6 

2 0 

1 2 

1908 

108,120 

10 2 

25 

5 0 

1877 

45,071 

4-7 ■ 

2*1 

11 

1909 

107,140 

95 

25 

5 4 

1878 

45,408 

6*5 

2 2 

12 

1910 

110,733 

4*5 

2*3 

5*4 

1879 

44,078 

13 3 

24 

1*8 

1911 

121,469 

2 6 

2 2 

4*9 

1880 

44,692 

5*9 

2 2 

2 1 

1912 

143,998 

2 4 

1*9 

4*2 

1881 

46,101 

3 5 

2*2 

2*2 

1913 

161,055 

1 5 

2 2 

3*7 

1882 

48,388 

1*8 

2*2 

2*4 

1914 

174,253 

2*2 

1 

2*1 

• 

3*4 


In the percentages of men receiving sick benefit, in addition 
to the cyclical movement corresponding to that of the unemployed 
percentages, there is a secular change, the figures showing a dis- 
tinct upward trend during part of the period. But this is not a 
very serious matter, and the usual method of measuring the 
association between two series gives, between unemployed and 
sick percentages, a positive coefficient of correlation of 0‘44 with 
a probable error of 0 07. 1 • 

1 Evidence that a similar relation exists in other unions can be drawn from 
the tables and charts showing Expenditure, on Chief Benefits in 100 Trade Unions 
(1901-10) in the J Report on Trade Unitins, 1912, Board of Trade (Labour Dept), 
Cd. 6109 ; but no numbers or percentages of men in receipt of benefits are given. 
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As is so often the’ case in economic affairs, probably no one 
cause in itself is sufficient to explain such a result. Partly, per- 
haps, it is to be explained by the simple fact that men are healthier 
when they are reasonably busy ; partly by the fact that unemploy- 
ment and short time, which bring deprivation of the comforts and, 
perhaps, of the necessaries of life, naturally lead to sickness. In 
support of the latter contention it may be pointed out that, in the 
table above, maxima of sick benefit are sometimes found to occur 
the year after maxima of unemployment, e.g., in 1863, 1869, and 
1895. 1 

But it is difficult to avoid the conclusion that there is also a 
psychological cause in operation, and that the incidence of sick- 
ness is not entirely an objective risk. In other words, the fact 
that a man is insured against sickness by his trade union may be 
a factor tending to increase the percentage of men claiming benefit 
in periods when there is not the incentive of high weekly earnings 
to keep them at work. Cases are known to the writer personally 
of trade unionists who, being also membert of other friendly 
societies, are actually better off financially when on benefit than 
when in full employment ; and where this is not the case, it must 
often happen that the difference in income will not be sufficient 
to induce a lazy man to suffer the discipline and fatigue of the 
workshop, if they can be avoided. In such circumstances 
there is demanded a high standard of character among the rank 
and file of trade union members if malingering is not to occur to 
a considerable extent. 

A glance at the column of figures relating to superannuation 
benefit will suffice to show that the number of superannuated 
members of the A.S.E. tms risen continuously, the fall in the 
percentages since 1910 being due to the rapid influx of new and 
young members into the society, rather than to any failing-off in 
the numbers superannuated. But it is worthy of note that the 
percentages of men receiving superannuation benefit tend to rise 
most rapidly in periods following years of acute unemployment. 
Thus, for instance, the superannuation percentage leaps up in 
1869, 1879, 1898, and 1909 — in each case the year of, or the year 
following, the crest of the wave of unemployment. It appears 
likely that many men over fifty-five years of age, who otherwise 
would have remained in employment, become superannuated when 
employment is contracted. But such a connection must not be 

1 The relatively small percentage of sickness associated with the abnormal 
unemployment of 1897 is probably not unconnected with the great engineers’ 
dispute of that 'year ; possibly men' w^ere receiving strike pay who would 
otherwise have been in receipt of sick benefit. 
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pushed too far, for the number of men eligible for superannuation 
to-day obviously depends on the number who entered the society 
twerity-five or thirty-five years ago. 

The Annual Report of the Amalgamated f ociety of Engineers 
for 1915 is not yet published ; but the effects of the continuation 
of war on the numbers of men in receipt of benefits can be seen 
from the following figures, relating to January, 1915, and January, 
1916, extracted from the Monthly Journal and Report of the 
society for February, 1915, and 1916, respectively : — 

On On super - 

No. of unemployed On ^ick annuation 

members. benefit. benefit. benefit. 

January, 1915 175,347 1,185(770) 4,276 6,844 

January, 1916 206,265 534(411) 3,613 6,397 

The numbers in brackets are those of the members in receipt of 
unemployed benefit who are in branches of the society abroad ; 
they are included in the totals given. The average of the monthly 
returns of members on benefits for 19] 5, expressed as percentages 
of the total number of members at the end of the year, are as 
follows : — 

No. of 

members On On super - 

at end unemployed On Bick annuation 

of year. benefit. benefit. benefit. 

1916 205,177 0 3 per cent 1 S per cent. 2*8 per cent. 

These figures, which are comparable with those of other yearB 
in the table above, break several records. The increase in mem- 
bership far and ‘away exceeds that of any previous year. The 
percentage of unemployment is by far the lowest in the history 
of the society ; and of the members in receipt of unemployed 
benefit, 73 per cent, are in branches of the union abroad, and most 
of the remainder are men employed on repair work, at the ports 
or elsewhere, who are temporarily out of work between the con- 
clusion of one job and the beginning of another. , Sickness has 
touched the lowest point recorded since 1874, and the percentage 
of superannuated members is lower than that of any year since 
1891. 

The explanation is not far to seek : it is the demand of the 
nation fbr the munitions of war that has reduced unemployment 
among engineers to a negligible quantity and has called back the 
veterans to the industrial ranks. But the fact that causes most 
surprise is the smallness of the number of men in receipt of sick 
benefit. Again it appears that high earnings — though small com- 
pared with those of the semi-skilled man, who has superseded the 
skilled turner on machine work — are a prophylactic against the 
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temptation to claim sick benefit. It may be that workmen 
suffering from minor ailments are having a series of spells of one 
or two days away from work, instead of a continued period of 
illness; and, since a loss of at least three days is necessary before 
they can “come on the club,” such intermittent sickness does not 
figure in trade union statistics. Perhaps, also, the administration 
of the Munitions Tribunals, and the necessity of providing the 
employer, as well as the union officials, w 7 ith a medical certificate, 
have something to do with the decrease. 

But that the diminution is not due to a lessening of morbidity 
among engineers is patent to anyone who is brought into touch 
with these much-reviled men in a centre of munition work like 
Sheffield : overstrain is written plainly upon their faces. And it 
is more than a mere desire for gain that is reflected in the lower 
percentage of men applying for sick pay. In the case of many 
of them there is a keen realisation of the part they have to play 
in this “engineers’ war,” and a determination that not even ill- 
health shall be allowed to stand in the way of*its performance. 

After the war, no doubt, this strain will bear fruit in an 
increase of genuine sickness ; the patriotic impulse will no* longer 
operate to keep at work men suffering from minor ailments ; and 
there will be no inflated earnings to deter the malingerer from his 
evil ways. Nor need \te be too harsh in our judgments if the 
number of men who claim benefit on account of ill-health, without 
any obvious disease, increase beyond t lie normal. One trade 
unionist expressed to me the other day w r hat many must be 
feeling : “I have been working for forty-two days now without a 
single day’s rest, and it has been going on like this for months. 
If, after the war, I feel played out, I shall consider I am quite 
justified in taking a long rest on the club, if I get the chance.” 

At the present time the A.S.E. is in a stronger position than 
ever before in its history. During 1915, as a result of the growth 
in membership, the smallness of the calls made on its benefit 
funds, and the almost complete immunity from strikes and lock- 
outs enjoyed, the General Fund and the Superannuation Reserve 
Fund have increased by over a quarter of a million ; and the society 
ought, therefore, to be able to face the future with confidence, 
however dark the horoscope of labour may be. 


T. S. Ashton 
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Official Papers. 

The Recent Development of German Agriculture . By T. H. 
Middleton, Assistant Secretary to the Board of Agriculture. 
[Cd. 8305.] 1916. Price 4d. 


Report of the Departmental Committee on Settlement or 
Employment on the Land of Discharged Sailors and Soldiers . 
Final Beport, Part IT. [Cd. 8277.]’ 1916. Price 4 d. 

* This includes the Minority Report. See article (p. 324) 
above, by Mr. Leslie Scott, a member of the Committee. 


Proposals for State Purchase *of the Licensed TAquor Trade . 
Report of Advisory Committee. [Cd. 8283.] 1916. Price 
Id. * 


Report of the Committee on Edible and Oil-producing Nuts and 
Seeds ; with a Despatch from the Secretary of State for the 
Colonies. [Cd 8247.] Evidence. [Cd. 8248.] 1916. Price 
5d. and Is. 11 d. 

This Report is of historic importance, in that it preluded the 
first administrative act taken for many decades past deliberately 
directed at the exploitation of a British colony for the commercial 
advantage of the United Kingdom. 


Recommendations of the Economic Conference of the Allies at 
Paris , June 14th-nth, 1916. [Cd. 8271.] 1916. Price Id. 


Summaries of Evidence before the Sub-Committee on Measures 
for Securing the Position , after the War , of Certain Branches 
of British Industry. [Cd. 8275.] 1916. Price 4d. 


Obituary. 

William John Mason. 

Professor Cannan writes : — 

By the death of Captain W. J. Mason, who was killed in the 
Somme advance on July 3rd, aged twenty-seven, the Society has 
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lost!* a FellifW, and I and my colleagues at the School of 
Economics an old pupil, who showed the greatest promise of 
becoming in his day one of the foremost of economic teachers. 

He was a boy at St. Olave’s Grammar School, Southwark, for 
no less than ten years, and is remembered there as frequently in 
the chair at the meetings of a small school society for economic 
discussion. He was sent up for classical scholarships ; but the 
old universities neglected their opportunity, and in a moment of 
passing lassitude, as he told me, he sought refuge in the peaceful 
but inglorious haven of the Exchequer and Audit Department. 
But intellectual interests at once reasserted themselves, and he 
entered for the London B.Sc. (Econ.) course as an evening- 
student at the School of Economics. He passed the Intermediate 
of 1910, and obtained a first class in the Final Examination of 
1912 with ease. As he had been the mainstay of my discussion 
class, showing great capacity and tactfulness in dealing with the 
difficulties of students, it was soon afterwards arranged that he 
should give assistance with essays and evening classes, but he 
retained his position in the Civil Service until he was appointed 
Lecturer in Economics at the University of Bristol at the 
beginning of 1914. I hoped to examine the pupils ‘of my pupil 
there in 1915, but it was not to be. The 01 avian , his school 
magazine, for July says : — 

“On the outbreak of war he joined the Bristol O.T.C. (he had 
previously spent four years with the Civil Service Rifles), and 
was gazetted to the Gloucestershire Regiment in November, 1911. 
He was gazetted lieutenant in February, 1915, went to the 
front in July, 1915, and was promoted to be captain as from 
January 1st, 1916. His letters from the front, some of which 
have appeared in the Magazine, have show r n the same hatred of 
war with which all our noblest have taken up their weapons, 
the same sense of inevitable duty, the same unquestioning resolve. 
And in perhaps the last letter he wrote occur the following- 
words, addressed to one of the army chaplains at the front : ‘ If 
anything happens to me, will you please let those dear people 
of mine at home know that I have gone out knowing full w r ell 
that the sacrifice will not be in vain, and that it wa l s for the 
future, for unborn generations of Englishmen, and the liberty 
of a continent . . . and that war by machinery may be banished 
for ever.’ ” 

We can almost hear Satan chuckle when such a men falls and 
leaves the world more completely to the stupid and the blood- 
thirsty of both sexes. But the Devil has overdone things this 
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time : a war in which half the world is allied is unfavourable to 
natiomlism, and a war which is the biggest ever seen will be 
followed by the biggest reaction. 

Frederic Hillersdon Keeling. 

The Society has also lost in the Somme advance a Fellow 
of great promise as a student of social and economic conditions 
and already a valued contributor to the Journal by the death 
of Sergeant-Major Frederic Keeling, of the 6tb Duke cf Corn- 
wall’s Light Infantry, who fell in a German trench at the head 
of his bombers on August 18th, 1916. 

Frederic Keeling, who was in his thirtieth year, was ^lucated 
at Winchester (a fact which in his aversion to “the public 
school tradition ” he was sometimes inclined to conceal) and 
Trinity College, Cambridge. At Cambridge he was celebrated 
for many exploits vindicating the position that Socialists were 
as much entitled as rowing men, amongst whom, nevertheless, 
he made converts, to an assured and respected position in 
University Society. Virtually re-founder of the Cambridge 
University Fabian* Society, he was President of the Society, 
being succeeded by Rupert Brooke, at the second heyday of its 
celebrity and influence. 

After leaving Cambridge he lived for some years in a work- 
men’s dwelling in South London, subsequently becoming a 
Manager of the Leeds Labour Exchange. During this period 
he produced his hook on the Regulation of Child Labour. A 
short time previous to the war he had returned to London, and 
was occupied, amongst other activities, as a frequent contributor 
to the New Statesman , editing the Blue Book Supplement. 
Very soon after the outbreak of war he enlisted in the ranks 
of Kitchener’s First Army. Keeling rapidly rose to the posi- 
tion of Sergeant-Major, scornfully refusing, in accordance 
equally with his character and with his theories* any sugges- 
tion that so grand an authority as a Sergeant-Major should lower 
himself by accepting the commission of a subaltern. During the 
considerable period of his battalion’s training at Aldershot and 
on Salisbury Plain, Keeling was exceedingly happy, experiencing 
in his platoon and his batlalion an intense feeling of the cor- 
porate community of life, which he had always craved for and 
preached. He had been used to argue, to the laughter %f 
his friends, the ipamense spiritual advantages of, for example, 
eating in common, and in the New Army his instincts and 
his activities were satisfied. Editing the Battalion Maga- 
zine, organising cross-country runs, declaiming on the probable 
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superiority of the First Army even to the mythical merits of the 
Expeditionary Force, the father of his platoon, the equal friend 
of his officers, a visitor to Keeling at the Sergeants’ Mess at 
Aldershot could not but feel that his eager and uproarious mind 
had at last happily synthesised communism and comradeship 
and equality-in-diversity of class. 

For many months past lie had been in France, already once 
wounded, constantly on dangerous and exacting duties with his 
company of bombers. Though his mental as well as his bodily 
activities were now much occupied with trench construction and 
the use of bombs, he was still pondering the old questions, and 
characteristically arguing in a recent letter how much would be 
gained if only we could be got into the habit of calling the 
Empire the “Commonwealth.” Lately he had been much 
tinged with the melancholy and sad foreboding of those who 
have seen too much in France and lived too long in its shadow. 
But he wrote to me a few weeks ago : — “I and mv men arc cer- 
tainly in the best of spirits now\ We all of us dread being in 
any big show, but I think we could go in with as good a heart 
as need be if necessary.” The Commonwealth, turned devourer 
of its noblest lovers, has swallowed up his beard, his laugh, and 
his robust passions for men and women and humankind. 

J. M. K. 


Current Topics. 

Tije following have been elected to membership of the Royal 
Economic Society : — 


Capt. H. C. Agnew 

Rev. E. F. Allen 

T. S. Ashton 

F. Blomley 

T. C. Breen 

A. C. Oh after] ee 

W. H. Cocker 

Commendatore Paolo Conte 

T. Dunne 

C, C. Ellis 

A. R. Fikry 

A. H. George 

Prof. J. P. Grossmann 


J. Hilton 

II. W. Houghton 

G. B. Jatliar 

G. Lagercrantz (life) 
W. McFarlane 

T. Munro 
R, D. Pullar 
A. M. Samuel 
T. H. Sanders (life) 
A. C. Sen-Gupta 
J. M. Steele 
J. A. Taylor 

H. Tv. Vere-Hbdge 


Turin University Library has been admitted to subscribing 
membership. 
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On June 26tli, 1916, being the Commemoration Day of 
Glasgow University, a presentation to the University took place 
of a 'Memorial to the late Professor William Smart, first 
occupant of the Adam Smith Chair of Political Economy. The 
presentation consisted of a memorial brass and of Dr. Smart’s 
private library on economics and kindred subjects, which had 
been acquired by a Memorial Committee and placed in the 
Political Economy Class library. Dr. Wm George Black male 
the presentation on behalf of the subscribers, Sir D nald 
MacAlister accepting it on behalf of the University. Professor 
Scott explained that the class library was originally formed by 
Dr. Smart, who was an exceedingly generous donor to* it, and 
that there was a peculiar appropriateness in having it supple- 
mented now by his own private library. Professor Smart’s 
interest in economics was especially catholic, and the library is 
of great value and very varied character, the collection of Govern- 
ment reports and publications alone numbering about 2,000. 


A very successful three days’ conference was held in Oxford 
in duly, under the auspices of Buskin College, for the discussion 
of questions of industrial reorganisation after the war. Fifty- 
two workmg-class associations, including Trade Unions, Trades 
Councils, Co-operative Societies, and other bodies, were repre- 
sented by eighty-three delegates. .Papers were read on the 
following subjects: — “The Problems to be Faced” (Professor 
A. C. Pigou), “How Readjustment may be Facilitated after the 
War” (Mr. Arthur Greenwood), “How to Pay for the War” 
(Mr. Sidney Webb), and “The Future Control of Industry” 
(Mr. A. E. Zimmern). The papers were followed by full dis- 
cussions, which were in each case opened by a well-known repre- 
sentative of Labour. A full report of the proceedings has been 
published in book form, price 7 d. net, which can be obtained 
by application to the Secretary, Buskin College, Oxford. 



RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society . 

March, 1916. The Register of Belgian Refugees. T. T. S. de 
Jastryerstri. Statistical Enquiries Needed after the War in 
' Connection with Eugenics. Major L. Darwin. Prices of Com- 
modities . Sir George Paish. 

IVIay, 1916. War Finance. Sir George Paisii. A sanguine esti- 
mate. Cost of Food for an Adult Woman. Miss C. E. Collet. 
An expenditure of 8s. M. at present prices is the minimum 
necessary to efficiency. (1) Error of Statement of Ages of 
Young Children. (2) A Rapid Method of Calculating an 
Average Age . J. C. Dunlop. The Normal Law of Progress. 
Prof. K. A. Lehfeldt. A formula involving the law-of -error 
suited to represent progressive Quantities such as population or 
amount of trade. 


The Political Quarterly . 

June, 1916. War and Supplies in Reference to Wool. Prof. D. H. 
Macgregor. The facts bearing oil the supply of the raw 
material — c.g., the magnitude of the world’s supply of wool, 
some 3,000,000,000 lb., the working of the embargo on export 
from England, the diminution of the “expectable” imports 
through drought abroad, also the pressure on our supply of 
machinery and labour, and financial arrangements relating to 
the textile trade — are set forth in detail. The Increase of 
Production in Agriculture. C. ft. Orwin. “The total crops 
of the three chief cereals — wheat, barley, oats — grown in 
this country supply a larger quantity of cereal food per head 
than is now eaten ” (llew). The possibility of supporting 
ourselves through a long blockade depends upon the temper 
of the nation, which may be trusted. Breaking up grass- 
land to grow corn would not mean less meat and milk, but less 
hay and more straw. The “industrialising of agriculture ” would 
increase production and afford an opening to returned soldiers. 
Trade in War-time. Unsigned. The value of imports (excluding 
re-exports) increased in 1915, compared with 1913, by nearly 
£100,000,000; the value of British exports fell by over 
£140,000,000. The increase in the value of exports was mainly 
due to the rise in the price of foodstuffs, the quantity of which 
imported was less than in 1913. The production of more food 
at home and restriction on silks and other “unnecessary im- 
ports” are recommended. 
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* 

Womens Industrial News. 

*• 

July, 191Q, Pope's question, “Why has not Man a Microscopic 
Eye?” "is provoked by this periodical, which buries valuable 
writings under illegibly small print, and especially by the dis- 
covery of so admirable a contribution as Miss Eleanor Rath- 
bone’s article on Equal Pag for Equal Work . 

* 

Quarterly Journai of Economics (Cambridge, Mass.). 

May, 1916. Minimum Wages for Women. F. Taussig. To 
ascribe the low wages of women to parasitism is to ignore the 
economy of family life — that most successful example of expense " 
reduced by co-operation. If a family is worse off when a young 
woman drops out of it, she is not a parasite, though earning less 
than the minimum necessary for an adult thing separately. Not 
in parasitism, nor in the oppression of employers, nor in. w r ant 
of bargaining power is the main cause of the low wages of 
women, but in their numbers. Is it desirable to reduce the 
number by fixing a minimum wage? Prof. Taussig does not 
advocate laissez-faire , but he sees a difficulty in fixing a mini- 
mum for members of a family — like ascertaining the separate 
supply price of one among a group of commodities, produced at 
joint cost. Economic Value and Moral V due. R. B. Perry. 
The Extent of Labour Organisation in the United States in 1910. 
Leo Wolman. Electrical Bates: the Load Factor and the 
Density Factor . G. P. Watkins. Depreciation and Rate 
Control J. C. Bonbright. 

The American Economic Review (Boston). 

June, 1916. Tax Exemption through Tax Capitalisation. T. S. 
Adams. The doctrine that “subsequent purchasers” of land 
and other property subjected to a tax are free from that tax is 
disputed. Valuation of Railroad Right of Way. A. N. Sakolski. 
Trade Organisation in China. A. C. Muhse. Wage Theories in 
Industrial Arbitration. W. Compton. The absence of uniform 
theoretical standards for the adjudication of wage controversies 
is pointed out, with special reference to American and Austral- 
asian experience. 

The Journal of Political Economy (Chicago). * 

June, 1916. German War Finance . M. Chase Going. A well- 
documented and instructive exposition. The Failure of Govern- 
ment Ownership in Canada. S. 0. Dunn. “The Canadian 
State’ railways are an utter financial failure.” American 
pusiness and Finance after the War. H. Parker Willis. 
Owing partly to the new “Federal Reserve” system, partly to 
the war, there has been established in the United States a 
discount market capable of financing foreign trade. The oppor- 
tunity of shifting a considerable volume of business from Europe 
to the United States should be seized. 

July 1916. Index Numbers of the Prices of Stocks. Wesley * 
Mitchell. Stock indexes agree rather better than commodity 
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indexes* as to the direction of change from year to year, but in 
measuring extent q| fluctuation over long periods they differ 
from one another much more than commodity indexes". Dis- 
cussing the niceties of the subject — the principle of* weighting, 
the choice of means, the discrepancy of purposes— the expert 
statistician finds, among other conclusions, that a “general- 
purpose ” series would be improved by using geometric instead of 
arithmetic means in forming the annual averages from the 
monthly prices. Some Impending National Problems. Irving 
Fisiier. The problems are to ensure the peaceful pursuit of inter- 
national commerce (not after the way of the extreme pacifists) ; 
to preserve national resources (as proposed by the National Con- 
servation Congress) ; to improve the efficiency of labour (by 
drastic Governmental action) ; to minimise inequality in the 
distribution of wealth (evidenced by the facts that the major part 
of capital in America is owned by less than 2 per cent, of the 
population, half the national income is received by a fourth of 
the population). Trhde and Industry in Ireland in the Sixteenth 
Century. Susan Lougii. A lucid sketch. 

The Annals of the American Academy (Philadelphia). 

May, 1916. Personnel and Employment Problems is the collective 
title of this number, covering more than thirty articles on 
various aspects: “The human element in industrial manage- 
ment,” the waste attendant on “hiring and firing” employees, 
how to reduce “the labour turnover,” &c. 

July, 1916. Preparedness and America's International Program. 
Under this heading are discussed Plans for a Durable Peace, 
by Prof. Patten, Prof. W. Hull, and others; American 
Foreign Policy, to which Prof. M. J. Bonn, of Munich, con- 
tributes an article on Germany and the Monroe Doctrine (the 
latter has nothing to fear from the former) ; The Pros and 
Cons of Military ( including Naval) ,f Preparedness ” 

Bureau of Labour Statistics (Washington). 

Labour Legislation of 1915. A review and abstract of legislation 
relating to labour in the United States (December, 1915). 

Summary of the Report on Condition of Woman and Child Wage - 
earners in the United States. A conspectus in a single volume 
of a repert occupying nineteen volumes, some of which have 
been noticed in the Economic Journal (December, 1915). 

Unemployment among Women in Department and other Retail 
Stores of Boston. (January, 1916.) 

Journal des Economistes. 

June, 1916. Profits d’impots. Yves Guyot. Lcs finances de la 
ville de Paris. G. Schelle. Problemes it aliens d’apres guerre. 
M. Pantaleoni. L’impot general sur le revenu. E. Falck. 

July. Le privilege des bouilleurs de cru. Yves Guyot. La con- 
ference economique. Testis Senior. A discreet interpreta- 
tion of the resolutions passed by the Fjconomic Conference is 
followed by the text. Ce que sera V agriculture frangaise au 
lendemain de la guerre. A. BECKERicn. The “industrialisa- 
tion ” of agriculture will tend to a reduction of prices. 
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Revue d* Economie Politique (Paris). 

March-April. L’Or et le Change. Charles Gide. A lecture in 
winch the leading propositions respecting money in international 
trade are restated felicitously, with the corollary that the Bank 
might be less cautious in parting with gold. The public is not 
like doubting Thomas; the sort of faith called credit does not 
require that gold should be actually touched. Lea Dardanelles 
et ]#s Cercales roumaines. I). Bellet. La realite et la per - 
sonnalite dans Vimpot. A. Achard. Abstractly taxation cf 
personalty seems juster, but it presents difficulties in practice. 
Les moyens de relever la natalile. Commandant Paul Simon. 
Chief among methods for raising the birth-rate is the appeal to 
self-interest, under which head it is proposed to tax bachelors 
in this wise. If i is the annual cost of rearing a child, every 
unmarried man shall pay a tax of 4 i ; \i he marries, the tax 
will be reduced to 3 i ; t; 2 i if he has one child ; to i if he has 
two children; lie who has three is to be free from the tax. 

May-June, 1916. Le commerce cxtericur de la Russie pendant la 
guerre. M. Lauwick. Qvelqurs donnees sur Vagriculture 
espagnole. D. Belle r. Ija Crise du colon aux Etats-Unis. 
M. Bewavrin. Le mouvement des prix en Suisse. P. Gross. 
The slight decline in prices (from a previous rise) observable in 
Swiss prices after 1912 was “brutally interrupted ” by the war. 

Scientia (Bologna). 

L. 6. 1916. La guerre , lapaix, et V accroissement de la population. 
Knut Wicksell. The general decline in birth-rate is expected 
to conduce to peace. 

LI. 7. On Repairing the Waste of War. W. It. Scott. An 
elaborate estimate of the waste is followed by an encouraging 
forecast of the reparation. 1 principali effetti cconomici mon- 
diali deU’interruzione degli scatnbi internazionali . F. Virgilii. 

LII. 8. The Economic Dynamics of War. J. B. Clark. War is 
a kind of economics admitting of some general principles. Thus 
a nation considered as “a cool, reasoning organism — a vast 
calculating machine ” — will not prolong a war beyond the point 
at which the cost in life and treasure, military as well as 
economic efficiency, ceases to be balanced by gains estimated in 
a similar large sense. The calculation of interests is particularly 
appropriate in a war of attrition, carried on in modern trenches 
by disciplined troops, where the influence of chance and strategic 
genius is reduced to a minimum. 

Giomale degli Economisti (Rome). 

May, 1916. Fenomeni economici della guerra. II. M. Pantaleoni. 
A post-bellum economic treatise would adduce many recent 
facts, but none navel in the sense of superseding the old 
economic doctrine that the State is incapable of exercising 
commercial and industrial functions : pace Protectionists and 
Socialists. Among the non- economic effects of the war the 
destruction of the human aristocracy is prominent : dot 
only the loss of the best natures, but also the deterioration 
of those who survive. “The aristocracy of humanity will 
be changed in many of its fundamental attributes in the direction 
of an approach to the German type of disciplined brutality. 
No. 103.— VOL. XXVI. E E 
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hypocrisy, want of faith and honour, imperialist megalomania, 
and a departure from the Anglo-Latin humanitarian type,” 
which is all the reverse — gentle and pacific. The purely 
economic losses are next estimated. Le minicre di Zulfo nella 
Sicilia. P. Colajanni. Sulla tcoria della curve di Vtilita. 
L. Amoroso. An interesting criticism of W. Johnson's article 
in the Economic Journal for December, 1913; arguing that its 
fundamental conception is essentially Paretian. * 

June. I fenomeni econo mici della guerra. III. M. Pantaleoni. 
Resuming the fiscal problem the writer recommends with his 
usual vigour three measures : economy in administration, 
economic freedom (absence of paternalism, protectionism, &c.), 
reform of the fiscal system. His proposals for reform of taxa- 
tion are introduced by a remarkably clear exposition of monetary 
inflation produced by the action of banks. L'integrazione indus- 
trial e. G. N. Crimi. L'istruzionc professionale nelVeconomia 
nazionale. It. Bachi. 

July. I Contadini di Troja ( Foggia ). G. Curato. A detailed 
description of the economic conditions of a particular commune, 
on the lines of the recent Parliamentary inquiry on the condi- 
tions of the agricultural population in South Italy. La 
politica commerciale Italiana. A. Franchetti. (The tenth 
number of a series which is still to be continued.) Contributo 
al metodo dcllc minima difference. L. Amoroso. A study in 
interpolation and cognate mathematical problems. 

La Reforma Sociale (Turin). 

May-June-July, 191Q. Economic Problems of Peace , introduced 
by Prof. L. Einaudi, comprises the resolutions of the Man- 
chester Chamber of Commerce of February 16th, 1916; J. M. 
Robertson’s essay on tariff policy after the war, published by 
the Cobden Club; and Sir Hugh Bell’s article in the March 
number of the Economic Journal. The Project of a Zollverein 
of the Central Powers is discussed by Prof. Michels, with refer- 
ences to many German writers on the subject (Diehl, Eulenberg, 
Jastrow, Naumann, Philippovich, &c.) Industrial Italy of 
Yesterday and To-day , and the economic problems which will 
be urgent after the “present tragical parenthesis,” are considered 
by Prof. G. Prato. 


NEW BOOKS. 

English. 

Cressy (Edward). An Outline of Industrial History. With 
special reference to problems of the present day. London : Mac- 
millan and Co. 1916. 

Curtis (L.). The Commonwealth of Nations. An inquiry into 
the nature of citizenship in the British Empire and into the mutual 
relations of the several communities thereof. Part I. Edited by 
L. Curtis. London : Macmillan. 1916. Pp. 706. 

Cunningham „ (W.). English Influence on the United States. 
Cambridge University Press. 1916. Pp. xii + 168. 4s. 6 d. net. 

[Essays on the subjects of addresses delivered by the Archdeacon in American 
cities.] 



1916] 


RECENT PERIODICALS AND NEW BOOirS 


411 


Farrow (T.) and Crotch (W.). The Coming Trade War. 
London : Chapman and Hall. 1916. Pp. 164. 2s. 6d. net. 

[“ As«. result of many months of anxious thought and searching investigation ’’ 
the authors “have propounded a plan whereby new markets can be secured for 
British enterprise. ”] 

Gill (Conrad). National Power and Prosperity. A study of the 
economic causes of modern warfare. With an introduction by 
George Unwin. London: Fisher Unwin. 1916. Pp. xxvii + 81. 

Hir«t (F. W.). The Political Economy of War. London : Dent. 
1916. Pp. 344. 

[A second edition of the book reviewed in the Economy Journal, with the 
addition of a chapter on the debts of the Balkan States and Turkey.] 

Keltie (J. Scott). The Statesman’s Year-book for the Year 
1916. London: Macmillan. 1916. Pp. 1560. 

[The fifty -third issue maintains the. reputation of this annual. Of special 
interest are the tables relating to the war ; containing statistics of war loans, 
lists of books on the war, comparison of the population of the Allied and the 
Central Powers — the latter almost five times as great, Greater Britain being 
included. The Editor has been assisted by Dr. M. Epstein, and the British 
Empire has been under the care of Mr. A. D Webb.] 

Melrose (C. J.). The Data of Economics. Expressly designed 
for the general reader. London : Mitre Press. Undated. Pp. 388. 
7«. 6d. 

Smart (William). Second Thoughts of an Economist. With a 
biographical sketch by Thomas Jones. London - Macmillan. 1916. 
Pp. 189. 

[A posthumous work. The biographer was the author’s assistant in the work 
of the Political Economy department in the University of Glasgow.] 

Webb (Sidney) ITow to Pay for the War. # Being ideas offered to 
the Chancellor of the Exchequer by the Fabian Research Depart- 
ment. Edited by Sidney Webb. London: Fabian Bookshop and 
Allen and Unwin. Pp. 271. 

Withers (Hartley). International Finance. London: Smith 
and Elder. 1916. Pp. 185. 

[Reviewed above.] 

Woolf (L. S.). International Government. Two reports by 
L. S. Woolf, prepared for the Fabian Research Department, together 
with a project by a Fabian Committee for a supernational authority 
that will prevent war. London : Fabian Bookshop and G. Allen and 
Unwin. 1916. Pp. 259. 

[Part I. on International Authority, and Part ITT., wherein the. Committee 
formulate the heads of an international agreement for the prevention of war, 
were published in the New Statesman for July, 1915.] 


American . 

Adams (Arthur B.). Marketing Perishable Products. (Columbia 
University Studies.) New York. 1916. Pp. 180. 

Bogart (Ernest Ludlow) and Thompson (Charles Manfred). 
Readings in the Economic History of the United States. New 
York : Longmans. 1916. Pp. 862. 

[To be reviewed.] • 

Brown (H. Gunnison). Foreign Exchange. A study of the 
exchange mechanism of commerce. New York : Macmillan Co. 
1915. Pp. 150. 

[Reviewed above.] 
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Brown ^(H. Gunnison). Transportation Bates and their Pecu- 
lation. A ""study of the transportation costs of commerce with 
especial reference to American railroads. New York : Mficmillan 
Co. 1916. Pp. 347. 

[Reviewed above.] 

Chin-Chu. The Tariff Problem in China. (Columbia University 
Studies.) New York: Columbia University; London: P. S. King. 
1916. Pp. 192. 

Dewey (John). Democracy and Education. An introduction to 
the philosophy of education. New York : Macmillan Co. 1916. 
Pp. 418. 

Janes (George Milton). The Control of Strikes in American 
Unions. Baltimore : Johns Hopkins Press. 1916. 

Parmelee (Maurice). Poverty and Social Progress. New York : 
The Macmillan Co. 1916. Pp. 477. 

[“A scientific study of poverty shows how fatuous are most of the measures 
whose familiar shibboleths are philanthropy, social service, moral reform, and 
religion.”] 

Young (Arthur Nichols). The single-tax movement in the 
United States. Princeton : University Press. 1916. 

German. 

Diehl (v. Karl). Zur Frage ernes Zollbiindnisses zwischen 
Deutschland und Osterreieh-Ungarn. Zweite unveranderte Auliage. 
Jena: Fischer. 1915. Pp. 50. 

Lifschitz (Dr. F.). Ueber die Bedeutung Englands fur die 
Theorie der Wirtschaftswissenschaft mit besonderor Beriicksichtigung 
Deutschlands. Bern : Miiller-Frey. Pp. 22. 

[The author, jirirat -dozent of economic science in the University of Berne, and 
the author of several known publications, e.g., Wertzuwachssteuer, 1910, Die 
Frauenfrage , 1913, has been urged by a love of fair play to assert the importance 
of English political economy, which a German economist has recently 
controverted.] 

Italian . * 

Colajanni (C. N.). Le cause della guerra. Napoli : Sangiovanni. 
1916. 

Graziani (A.). La guerra e le leggi cconomiche. Naples : San- 
giovanni. 1916. Pp. 40. 

[A paper read before the Royal Academy of the Social and Political Sciences 
in Naples.] - 

Prato (Giuseppe). Problemi monetari e bancari nei secoli 
XVII. e XVIII. Turin. 1916. Pp. 815. 

[This is the third volumo of the first series of financial documents of 
States under the Piedmontese monarchy in the eighteenth century, which are 
being compiled and published under the auspices of the present Italian 
Government.] 

Sella (Emanuele). La Concorrenza. Vol. II. Turin: Bocca. 

1916. Pp. 583. 

[This is the second volume of an ample treatise, the first volume of which 
was reviewed in the Economic Journal for 1915. The first chapter in the 
present volume treats of the social utility of competition and the comparability 
of 'various economic regimes. The subject of the second chapter, the historical 
persistence and the transformations of competition, includes a discussion of 
protection and free exchange ] 

Zivaroni (J.). L’imposte sulle successioni nella finanza contem- 
poranea. Torino : Unione editrice. 1916. 
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INTEREST AFTER THE WAR AND THE EXPORT 

OF CAPITAL. 

I. 

It is sometimes suggested that, after peace has returned, the 
real rate of interest at which new capital will then be 
obtainable must necessarily be equal to the rate that is then 
being paid on Government loans contracted during the war. 
This is, of course, a mistake. The 5 per cent, or other rate 
contracted for on loans made previously can have no direct effect 
on the post-war rate of interest on ne\£ capital. This is not 
determined by the rate contracted for on war loans, but, in 
conjunction with the rate so contracted for, itself determines the 
price which loan stock will sell for in the market. This 
elementary point cleared out of the way, 1 shall endeavour in 
the following pages to discuss two problems, concerned respec- 
tively with forecast and with policy. The first is : What is the 
real rate of interest in this country after the war likely to be (a) 
if the Government does, ( b ) if it does not, prohibit the export 
of British capital? The second is : Is it, on the whple, desirable 
that the Government should prohibit or otherwise interfere with 
such exportation? Both these questions seem fb be worthy of 
attention at the present time. 


II. 

The real rate of interest, like every other value, is determined 
by the interaction of the forces of supply and demand. These 
forces have, therefore, to be analysed, and it is convenient to 
begin with supply. On this side a dominant influence must be 
exercised by the magnitude of the income-getting capacity that 
the community will possess after the war; for, obviously, the 
larger their income is, the greater, other things being equal, will 
No. 104. — VOL. XXVI F F 
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be the amount that people are willing and able to turn into 
capital in response to any given rate of interest. What, v then, 
is the real income-getting power of the community likely to be 
when peace returns as compared with what it was before August, 
1914? It will evidently be made up of two parts : (1) the hold- 
ing of claims to income from foreigners in the form of interest 
on capital lent to them in the past, and (2) the current pro- 
ductive power available within the country. We have, there- 
fere, to inquire in turn jn what way the war will be likely to 
affect these two things. 

During its progress Englishmen, at first individually, and, 
later on, through the agency of the Government, have sold 
abroad a very large amount of American Securities privately held 
in this country. The Government has also raised two loans, 
each of £50,000,000, in New York, and it is probable that 
individuals and companies in England have borrowed consider- 
able sums in one way or another from American bankers. On 
the other hand, the Government has lent several hundred 
millions to our Allies and other foreign countries. What the 
net effect of these transactions upon our balance of claims and 
debts abroad has been up to the present time it is impossible to 
say with certainty, because no information is available as to the 
value of imports of munitions, etc., on Government account. 
Sir George Paish, in the Statistical Journal of May, 1916, has, 
however, given an estimate, based mainly upon the statistics of 
foreign trade. His conclusion is : “The amount of capital that 
Great Britain has called in from abroad since before the war 
began has been about 500 million pounds, of which 400 million 
was called in during the past year and about 100 million pounds 
in the first five months of the war. Almost the whole of this 
large amount [450 millions is Sir George’s estimatej, however, 
has been used to make fresh loans to foreign countries. Con- 
sequently, if allowance is made for the increase in the country’s 
stock of gold since war began, it is evident that the nation has 
succeeded in meeting nearly the whole of its war expenditure 
out of its income without having needed to draw upon its 
accumulated capital to any extent worth speaking about, having 
replaced the capital withdrawn from the United States and other 
countries with fresh loans to Allies, Colonies, and Neutrals.” 1 
As has already been indicated, this (or any other) estimate is 
liable to error owing to lack of data about the amount of imports 
on Government account. Sir George Paish believes this to 


l Journal of the Royal Statistical Society t May, 1916, p. 271. 
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amount to about 100 million pounds’ worth, but his estimate 
would seem to be in the nature of a guess. It may therefore 
well be that* even in May, 1916, the situation was, in fact, 
considerably worse than Sir George is inch led to believe, and 
it is practically certain before the end of the war to be much 
worse. If the war lasts till the autumn of 1917 we are not 
unlikely to find ourselves down to the extent of, say, 200 millions 
in respect of our capital claims upon foreign countries. From 
the present standpoint, however — though the case is very 
different from the standpoint of those who have to arrange for 
meeting our obligations during the actual currency of the war — 
even this is a matter of small importance. It would imply a 
contraction in income from abroad of perhaps 15 millions a year 
as against pre-war conditions. In view of the fact that our 
yearly national income before the war was commonly put at 
something like 2,000 millions, this sum is practically negligible. 
Nothing further need, therefore, be said about the foreign part of 
our aggregate income-getting capacity. 

The current productive power available within the country is 
made up of its land, its industrial plant and machinery, its 
system of industrial organisation, and its able-bodied and able- 
minded population. The land not having been affected to any 
important extent, our attention may be’ concentrated upon the 
other items in this inventory. It is quite obvious that, during 
the war, a great mass of effort, which would normally have been 
devoted to the construction of new industrial plant and the 
upkeep of existing plant, will have been devoted instead to the 
service of soldiering and the manufacture and transport of 
implements of war. In view of this circumstance, it is certain 
that the equipment of our industries after the war in respect of 
plant and machinery, other than munition-making machinery, 
will be considerably smaller than it would have been at that time 
if no war had occurred. The question, however, whether it will 
be smaller than it was before the war is different, and cannot be 
answered so easily. It is proper, of course, to count the 
Mercantile Marine as a part of our industrial equipment. A 
considerable number of ships have been directly destroyed by 
hostile action, and the loss thus suffered does not appear to have 
been wholly replaced by new construction ; there has been further 
loss through the adaptation to war purposes of ships which, when 
peace returns, will need to be re-adapted at some cost ; an5 the 
injury that shipping has suffered will, no doubt, become still 
greater before the war ends. As regards industrial equipment 

F f 2 
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in the more ordinary sense, it has been estimated that, at the 
prices ruling in 1907, from 170 to 180 million pounds* wo^th of 
resources were required every year to make good wear and tear 
and to provide for renewals in our industrial and agricultural 
establishment. 1 This sum probably represents somewhere about 
one-tenth of the aggregate value of the manufacturing and agri- 
cultural capital (excluding railways) of the country. Hence, it 
would seem at first sight that, if no renewals whatever occurred, 
each year of war would involve a reduction in the plant and 
equipment of our industry equal to about one-tenth of the whole. 
This way of putting the case is, however, unduly optimistic, 
because, if ordinary repairs are neglected for a considerable period, 
the resultant injury to plant and general depreciation at the end 
of that period is likely considerably to exceed the sums that 
would have been required to make the repairs at the proper time. 
But two important considerations have to be set on the other side. 
The first is that, as a matter of fact, the upkeep and repair of 
plant is likely to be one of the last things in which people will 
economise. Before coming to that they will abandon nearly 
all new investment, whether at home or abroad, and will restrict 
their personal consumption. Hence, though an annual contrac- 
tion substantially greater than one-tenth in our equipment is 
theoretically possible, a very much smaller contraction than this 
is the maximum that is practically possible. The second con- 
sideration is that, in connection with munition-making, a very 
large quantity of plant and appliances — especially machine-toolB 
and lathes — have been created and set up. These things, though 
primarily intended for making munitions, are probably also 
capable, for the most part, of rendering service in ordinary indus- 
try. In so far as this is the case, they must be reckoned as part 
of our industrial equipment when peace returns. These two 
considerations taken together make it plain that, though at the 
end of the war the industrial equipment of this country may be 
smaller than it was before the war, it will, at the worst, be only 
a little smaller. In countries which have been the actual scene 
of warfare, like Belgium and Poland, the situation will, of 
course, be immensely worse. In the United Kingdom, however, 
it is not to be expected that even a three-years’ war would involve 
a contraction of industrial equipment by more than a very low 
percentage. 

As regards systems of organisation, there are grounds for 
believing that the situation may have actually been improved 


1 Census of Production , p. 36. 
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by the war. Artificial and conventional barriers restraining 
wom^n from working in certain occupations for which they are 
well qualified have been broken down, and are not likely to be 
restored in their entirety. Along with many restrictions of a 
beneficial kind hitherto imposed by the Trade Unions, which 
have been temporarily suspended, some injurious restrictions as 
to the demarcation of occupations and, it may be, the limita- 
tion of output, have also been removed. It may be hoped that, 
in the settlement after peace, it will prove possible to separate 
the chaff from the wheat in these matters, and, while preserving 
all restrictions that can be justified on hygienic or other solid 
grounds, to win general agreement for the abolition of the others. 
Finally, there is the important matter of shift systems. The 
amount of help that labour receives from capital equipment does 
not depend wholly on the quantity of that equipment. It 
depends also on the extent to which industrial arrangements 
between employers and employed allow the equipment to be put 
to continuous use. For example, machinery that is only occupied 
during sixteen hours a day affords only about two-thirds as much 
help as it would do if occupied during the full twenty-four hours. 
Now, the pressure of war has led in some instances to attempts 
to devise shift-systems so arranged as to. make a continuous use 
of machinery possible in industries in which continuity has not 
hitherto prevailed. It may well be that, on the return of peace, 
this type of arrangement, whose possibilities will have been fully 
tested, may be extended over a considerably wider field than it 
occupied before the war. In so far as this happens, the more 
efficient use to which equipment is put will affect production in 
the same way as an increase in the quantity of equipment would 
do. On the whole, therefore, it seems reasonable to expect a 
distinct improvement in industrial organisation as a direct result 
of the experiences of the war. There would ceftainly be no 
undue optimism in the prophecy that, taking the factors of equip- 
ment and organisation together, their joint effectiveness when 
peace returns will be at least as great as it was before August, 
1914. 1 . 

There remains to be considered the probable post-war state 
of the able-bodied and able-minded population of the country. 
Between the censuses of 1901 and 1911, the annual increase of 
the occupied population was about 135,000. Apart from the 

1 Considerable portions of this and the preceding paragraphs are taken from 
an article on Labour Problem x after the War, which I contributed to the 
Contemporary Review for September, 1916. 
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war, therefore, we might expect an increase during the three- 
year period from 1914 to 1917 of some 450,000. The 'most 
obvious effect of the war has been to kill and cripple an enormous 
number of men in the prime of life. What the number of killed 
and permanently disabled will be it is impossible to forecast, 
but it is certain to amount to several hundreds of thousands. 
Against this has to be set the fact that, whereas during the three 
years prior to the war there was a net balancg of emigration 
from the United Kingdom of 686,000 persons, of whom about 
254,000 were males of over twelve years of age, since the war 
began there has been no outward balance. We are not, how- 
ever, justified in assuming that the emigration proper to the war 
years has been more than postponed. Indeed, it may well be 
that the custom of open-air life and the association with Colonial 
soldiers will cause a large part of this postponed emigration to 
realise itself in a short time after the end of the war. It does 
not, therefore, seem proper to set against the casualties any 
large net check to emigration ; while it must be remembered 
further that, of the able-bodied males who remain, a larger pro- 
portion than before will probably be required for the purpose of 
constituting a standing army. There remain certain possible 
reactions upon efficiency. Those who return unwounded from 
the army will presumably have gained in physical fitness, and 
will have lost in respect of training and practice in 
industrial work. Many poor persons not in the army will have 
been beneficially affected in physique through the high earnings 
and allowances that they have enjoyed, and they will also have 
been instructed in certain kinds of skilled work which they would 
not otherwise have acquired. On the other hand, it may well 
happen that many of those who have worked at munition-making 
will suffer permanent loss of efficiency in consequence of the 
tremendous strain to which they have been subjected. Finally, 
it is probable that of the female population who have been 
trained to industry during the war, a considerable number, 
deprived of their husbands or prospective husbands and having 
no families to look after, will continue in industrial employment. 
The net effect of these various tendencies cannot, of course, be 
balanced with any confidence. It is obvious that the human 
power of the community will be considerably less after the war 
than -it would have been at that time if no war had occurred. 
But it is not certain how it will compare after the war with what 
it was before the war. A reasonable guess would seem to be 
that absolutely it will be about the same, though relatively to 
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the dependent and non-productive part of the population it will 
be sojnewhat reduced. 

The general result of this discussion is to suggest that the 
net income-getting capacity of the community after the war is 
not likely to differ substantially from what it was before the war. 
This means that the aggregate flow of production out of which 
the new capital forthcoming in any year must be taken, will not 
be altered in volume. It does not necessarily follow, however, 
that the supply # of new capital available in response to any given 
rate of interest wiil be unaltered. For three further influences 
are also at work. First, it is very probable that a larger pro- 
portion than before of the real income of the community will 
need to be absorbed in the upkeep of armaments. No doubt it 
is possible that this deplorable result may be avoided, and even 
that armaments all round may be reduced below the pre-war 
standards ; but nothing has yet occurred to justify optimism in 
this matter. Secondly, the increase in the dependent part of 
the population will make necessary the absorption of a larger 
part of the community’s real income in ordinary consumption. 
These two influences will obviously tend to contract the supply 
of resources available to be turned into new capital. The third 
influence acts in the opposite way. Unless seme drastic altera- 
tion takes place in methods of taxation, the payment of interest 
on war loans will involve the transference of a large annual sum 
from wage-earners and other poor persons who hold little war- 
loan stock to rich persons who hold a great deal. This trans- 
ference will have many evil consequences, for it will benefit the 
rich at the expense of the poor. Since, however, rich people are 
able to save and convert into capital a larger proportion of their 
income than is possible for poor people, it will, incidentally, 
expand the supply of resources available for this purpose. But 
when account is taken of the injurious effect upon workpeople’s 
efficiency which the new burden imposed upon them is likely to 
produce — an injurious effect # that must be reflected in their pro- 
ductive power — very little, if any, net increase in the supply of 
capital can be looked for from this cause. On the whole, it 
seems probable that, though .the income-getting power of the 
country after the war will be much the same as it w r as before, 
the supply of new capital available in response to any given rate 
of interest will be somewhat smaller than before. 

Ijet us now turn to the demand for capital. In the United 
Kingdom itself, though there will be very little direct destruc- 
tion to make good, there will be a considerable volume of arrears 
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of work. New houses have not been built ; public works have 
been postponed ; repair work of a non-urgent kind has been jheld 
up. All this is likely to involve an increase in the domestic 
demand for capital over and above what prevailed before the 
war. Furthermore, there is fairly certain to be a considerable 
demand for capital to pay off a large mass of short-time obligations 
to foreigners which, in one way or another, we are incurring. If 
the export of capital for new enterprises abroad is prohibited 
after the war there would have to be set on the other side the 
elimination of the large normal demand for British investment 
in foreign and Colonial undertakings. The net result we may 
guess to be an increase, but not a very large increase, in the aggre- 
gate demand for new British capital above what it was before the 
war. If, however, the export of capital for new enterprises is not 
prohibited, not only will this normal external demand continue, 
but it will almost certainly be much enhanced. The enormous 
amount of devastation that has taken place in Belgium and 
Northern France, Poland and Serbia will need a great volume 
of new capital for its repair. Furthermore, it has been made 
clear by the utterances of public men that the work of recon- 
struction in these countries will not be left to the commercial 
operations of private persons, whom a high rate of interest might 
hinder, but that it will be undertaken by Governments as a 
matter of national duty, by means of capital raised, if need be, 
by taxes or loans, more or less regardless of cost. In these 
circumstances there can be no doubt that, during the first few 
years following the war, the real effective demand for new 
capital throughout Europe as a whole will be very much greater 
than it was before the war. If the political conditions after 
peace were such as to permit of a large reduction below the pre- 
war level in the expenditure upon armaments made by all 
the Great Powers, this might constitute an important influence 
on the other side; but, as has already been observed, so far as 
can at present be foreseen, this is not # a thing to be counted upon. 
Towards meeting the enlarged demand, the United States, 
owing to the great prosperity she has enjoyed, will, no doubt, 
be in a much stronger position than she has ever been before. 
Germany, excepting East Prussia in the early days of the war, 
has as yet suffered no devastation, but her losses in men have 
been enormous. France and Russia have suffered devastation 
as well as enormous losses in men. On the whole, it is not to 
be expected that there will be outside England any considerable 
supply of new capital available for meeting the new demand. It 
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follows that the demand for new capital directed towards this 
country is likely, during the period immediately following the 
war and until the necessary reconstruction in Europe has been 
accomplished, to be considerably greater than it was in pre-war 
years. If, therefore, after the war the export of British capital 
for new enterprises is not prohibited, the aggregate demand for it 
is almost certain to be much larger than it was before the war. 

It remains to balance against one another the influences that 
have been distinguished upon the side of supply and of demand 
respectively. The result of such balancing would seem to be as 
follows. If the export of British capital for new enterprises is 
prohibited, the real rate of interest ruling here may be expected 
to be somewhat, but not very much, higher after the war than it 
was before. But, if Ibis exjxirt is left free, the rate will almost 
certainly be very much higher than it was before. To forecast how 
much higher it will be o> how rapidly it will decrease as the work 
of reconstruction is completed is, of course, impossible. But, 
in the absence of legislation against the exportation of capital 
for new enterprises., the establishment of a five per cent., or 
even six per cent., gilt-edged real rate, which should maintain 
itself for three or four years, and thereafter slowly fall, need 
cause us no surprise. Of course, on loans issued by Govern- 
ments which pledged themselves not to redeem, except at the 
holder’s desire, for a large number of years, the rate would not 
need to be so high, because persons taking them up would expect 
the general rate on new capital to fall in later years, and the 
fact that the rate on these loans could not fall would give them 
an advantage. But on loans where the contract embodies no 
pledge against enforced redemption a six per cent, rate seems 
by no means impossible. 


ITT. 

In turning to examine the policy of prohibiting or otherwise 
interfering with the export of capital for new enterprises after the 
war, we have first to make clear what in practice that policy would 
imply. Merely to obstruct the flotation in this country of new 
foreign and colonial issues would not be sufficient. It would be 
necessary also to obstruct the purchase by Englishmen of any form 
of security held by a foreigner. If this were not done, British 
capital required to finance new foreign ventures could always 
be taken abroad by the sale here of existing foreign-held securi- 
ties ; for these securities, if offered here at the low prices which 
must rule for them abroad on account of the high interest on 
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new capital obtainable there, would be a very profitable invest- 
ment. There are practical difficulties in the way of a policy of this 
kind, but there is no reason to suppose that, in one way or another, 
by fiscal devices or otherwise, they could not be overcome. In 
any event, the technical aspect of this matter will not be dis- 
cussed here. I shall assume that State interference with the 
export of capital for new enterprises is practicable, and shall 
inquire whether any, and, if so, what, form of it is desirable. 

One thing is perfectly plain. To prohibit or impede the free 
export of capital would inflict a direct and obvious injury upon 
those persons in this country who are in a position to make 
savings. This injury would fall not only on those among them 
who, apart from the prohibition or impediment, would in fact 
have invested abroad, but also, by lnwgrjng t-hp ra.tr> of _ interest 
aj^home, on those who would have invested here. This evident 
effect of interference is not, however, the only one ; and it is 
often argued that, by restricting the export of capital, the 
Government would confer upon the manual working classes a 
benefit so great that it would be well worth while to secure it, 
even at the cost of a considerable injury to the better-to-do 
capitalist class. The problem thus raised is one of considerable 
difficulty. 

The immediate and direct effect upon the wage-earning classes 
may conveniently be considered first. In so far as the export 
that is prohibited would have involved sending abroad or not bring- 
ing from abroad goods of a kind that enter # largely into the con- 
sumption of the poor, our workpeople may for the moment gain 
from prohibition. But, if the export would have involved the 
sending abroad of machinery, railway materials, or other things 
which workpeople help to make but do not themselves buy, they 
will lose. In an industrial country like the United Kingdom there 
is some reason to expect that the second of these tendencies will 
predominate. I conclude, therefore, that the immediate and direct 
effect of prohibition would probably, though not certainly, be 
injurious to the working classes. 

But this analysis by no means exhausts the matter. 
The export of capital this year under the influence of high 
foreign rates of interest has an important indirect effect in later 
years. Some British labour is induced to make railway material 
or tools or machines or cotton goods for foreign use in return 
for a promise of foreign goods to be remitted here as interest 
in the future, instead of making tools or machines or houses 
to be used by our own people. This reacts injuriously upon the 
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fortunes of workpeople here, because, having less machinery and 
plant 4o help them than they would otherwise have had, they 
are up&bls to produce so jrmch . and are, therefore, unable to 
earn suclTl ii j gh wag es. It may, indeed, happen that our capital, 
when taken abroad, is invested — as in the case of Argentine rail- 
ways — in things that indirectly cause the price of something 
very important for working-class consumption to be lowered. If, 
in these circumstances, the alternative home investment were 
some structure in which workpeople had no interest, the export 
of capital might prove advantageous to them. But the influences 
that make for a loss are more direct, and may be expected to be* 
more potent. Hence, as regards the reactions discussed in this 
paragraph, the export of capital seems likely to injure wage- 
earners, and the prohibition of it to benefit them. 

Against this beneficial tendency of prohibition there must, 
however, be set an injurious one. When the export of capital is 
free, the high interest obtainable abroad both causes more British 
capital to be created — in lieu of consumption — than would have 
been created otherwise, and also enables a part of it to be invested 
in fields yielding a larger return than would otherwise have been 
open to it. Thus, freedom to export capital at any one time 
exercises a twofold influence in enhancing the real income of 
the country at a later time. It follows that, other things being 
equal, the amount of new capital that can be created there at a 
later time wfill be enlarged. The result is an increased pro- 
vision of machinery and plant, and a consequent improvement 
in the real rate of wages. To prohibit the export of capital 
would obviously reverse this tendency. 

The task of balancing these various conflicting influences 
against one another is a very difficult one. Prima fade it would 
seem that, if the policy of prohibiting or restricting the export of 
capital for new enterprises were introduced now and subsequently 
maintained in England, the effect in the first year or so would be 
injurious, after a few years beneficial, and, after the policy had 
continued in vogue for a long period, again injurious. But the 
issue is .complicated by reactions which may take place in the 
matter of immigration and emigration, and by political problems 
connected with international competition for “ concessions ” in 
backward countries and with the financing of foreign wars. Certain 
practical inferences seem fairly clear. On the one hand* no 
economic case has been made out for forbidding the export of 
capital for new enterprises in a sweeping general way, though the 
Government should take power to prevent obviously anti-social 
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investments, such as the arming against one another of quarrelling 
minor States. On the other hand, the high rate of interest obtain- 
able abroad must not be allowed to keep capital away from forms of 
home investments whose social utility is inadequately represented 
in the rate of interest which they afford. In cases of this kind — 
one familiar example is the provision of- reasonable housing 
accommodation for the very poor — capital should either be com- 
pelled to come in by the direct employment, as capital, of revenue 
collected through taxes, or else persuaded to come in by the 
offer of some form of bounty or grant-in-aid. But to go beyond 
these special cases and to formulate a comprehensive policy in 
the matter of capital exportation — to decide, for example, 
whether the State should specially encourage investment in our 
colonies or in countries at present allied to us, either directly or 
indirectly by obstructing investment elsewhere, or what attitude 
the Foreign Office should adopt towards firms seeking concessions 
in undeveloped countries — is a task of quite a different order of 
difficulty. In the study of it, furthermore, economic considera- 
tions are enormously less important than political considerations, 
and the economist as such has, therefore, little part to play. 

A. C. Pigou 



INFLATION OF THE CURRENCY AND THE RISE IN 

PRICES. 

Inflation is one of those terms so common in economics which 
can only be defined by reference to the proper correlative. An 
old word for inflation of the currency is redundancy. Redundancy 
means an overflow — an overflow of the channels of circulation. 

In the case of paper money the term generally used for infla- 
tion is over-issue. Inflation in this sense is not synonymous with 
increase in volume. An increase in the currency in accordance 
with the growth of wealth, trade, population, &c., is regarded as 
normal. Inflation means an abnormal increase. 

It may well be thought, prima facie , that a great war such as 
this would call for an increase in all the forms of currency in the 
same way as an increase in the volume oi trade or population. 
And in tnis case it may be said that account must be taken 
of this extra monetary work before estimating the inflation (if 
any) of the currency. 

The question then arises : What is the test of over-issue or 
inflation if we cannot take merely the pre-war average? 

The usual practical test of over-abundance or redundancy or 
inflation of any form of currency is its depreciation . 

But the term ‘‘depreciation” itself is also a relative term, and 
the meaning depends on the correlative. 

In the case of notes there are two distinct meanings of depre- 
ciation according to the correlative taken, namely, (1) specific , 
and (2) general , depreciation. 1 

(1) In specific depreciation the notes are compared with the 
metallic standard on which they are based, say, gold. This was 
the meaning always attached to depreciation by the old masters, 
Tooke and Ricardo. Depreciation in this sense is measured by 
the premium on gold, i.e., by the extent to which the price of 
gold measured in notes rises above the mint price. “During the 
years 1803-6, for example, the difference in the value of Bank of 
England notes and gold estimated at the Mint price was no more 

1 Cf. article on Depreciation by Professor F. Y. Edgeworth in Palgrave’s 
Dictionary of Political Economy. 
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than £2 13$. 2d. per cent. In 1813 the depreciation measured in 
this way was £29 4$. Id. per cent ” (Porter’s Progress of the 
Nation , 1847 edition, p. 429.) 

If the notes are immediately convertible into gold without any 
delay or hindrance of any kind whatever, obviously they cannot 
become depreciated in this specific sense. * 

Under such conditions, however, the notes might become 
appreciated relatively to gold. 

For a time in the eighteenth century Scottish one pound notes 
in some places w ere of higher value than the metallic money they 
were supposed to represent, mainly owing to their convenience for 
transmission. 

It is quite possible that the present restriction of gold imports 
by Sweden may cause a specific appreciation of the Swedish notes 
relatively to gold. 

During the period of the Bank Restriction in England it was 
maintained that the notes were not depreciated relatively to the 
gold, but that the gold was appreciated, owing to the exceptional 
war demands for gold, relatively to the notes. 

Inconvertibility (absolute) of the notes does not of itself in- 
volve depreciation. Sometimes the mere fact of the announce- 
ment of inconvertibility causes depreciation by discredit, but, in 
general, as shown by Ricardo, due regard to the principle of 
limitation will prevent specific depreciation of any form of cur- 
rency. 

Between absolute inconvertibility and immediate convertibility 
there are all degrees of deferred or suspended or limited converti- 
bility. Any hindrance of any kind in time or place to the imme- 
diate conversion of the notes into gold so far means imperfect 
convertibility. The history of banking is full of examples of 
optional or deferred or restricted convertibility. 

In the present war, whilst France, Germany, and Russia at 
once adopted inconvertibility, in Britain only certain restrictions 
were imposed on the conversion of notes. The Treasury notes 
since their first issues have been convertible into gold at the Bank 
of England. At the same time very early in the war restrictions 
were imposed on the ordinary banks paying out gold, and people 
were requested to use the notes. 

The Treasury notes are de facto inconvertible (except at the 
Bank of England), but so far as is generally known they have 
suffered no specific depreciation within the country. We have 
not come to the pass of having a gold price and a paper price in 
the shops. Any small hoarder of sovereigns who released his 
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hoard would not receive more than the nominal value in 
notes. 

Specific depreciation is measured not only by the price of 
gold, but more generally by reference to foreign currency, as 
shown by the foreign exchanges. The principal practical pro- 
blems arising out of*the specific depreciation of Bank of England 
notes in the Restriction were connected with the foreign ex- 
changes. 

In the present war the principal efforts of the English finmcial 
authorities have been directed to preserving the stability of the 
foreign exchanges. Except for a short period in the autumn of 
1915, there has so iar been little or no specific depreciation of the 
English currency measured by the foreign exchanges, having 
regard to the new gold export point. 

(2) There is, however, a second meaning of depreciation 
which, from the point of view of the general public, is often of 
more importance, a general 9 depreciation, namely, in the sense of a 
fall in purchasing power. To ordinary people who know nothing 
of the foreign exchanges it is this kind of depreciation that is 
suggested by an inflation of the currency. The inflation of the 
currency is supposed to be shown by the inflation of prices. 

The term depreciation (in this general sense) came to be 
applied to gold itself after the alteration in the level of prices 
consequent on the great gold discoveries of the ’fifties. After 1875 
the correlative term appreciation of gold came into common use 
as equivalent to a general fall in prices in the gold standard 
countries. 

Nothing can be more distinct than a fall in the value of one 
form of currency compared with the standard (or with any other 
form of currency, e.gr. , foreign) and a fall in the purchasing power 
indicated by a general rise in prices. Yet it is very commonly 
assumed that so long as there is no specific depreciation of the 
English notes, the issues of such notes cannot have caused any 
general depreciation. That there has been a great fall in the 
purchasing power of the pound sterling cannot be denied. It is 
also clear that gold has been displaced from circulation, and that 
its place* has been taken by notes, and in this sense the notes 
have less purchasing power than at the first issue. But by most 
people the fall in the purchasing power is assigned to causes 
affecting the particular commodities, e.g ., to war scarcity or to 
war demands, and not to the over-issue of the notes. 

Whether the general rise in prices in this country is to be 
attributed at least in part to an over-issue of notes is a matter for 



428 THE ECONOMIC JOURNAL [DEC. 

argument, and in the last resort the verification involves a series 
of difficult statistical inquiries. But it is im portent to make clear 
at the outset that the mere absence of speci/i<r*Sepreciation (as 
shown by the foreign exchanges) does not of itself disprove general 
depreciation due (so far) to over-issues. 

It is true that the same causes tend to bring about, both specific 
and general depreciation, but there are also special causes at work 
in the two cases, and the two kinds of depreciation may move at 
different rates or even in different directions. 

In an extreme case no doubt an enormous issue of notes will 
at the same time lower the value of the notes in terms of foreign 
currency and also lower their purchasing power within the 
country of issue. 

But even in this case whether the specific depreciation shown 
in the foreign exchanges is the exact measure of tlie general 
depreciation in purchasing power depends on various conditions. 
As was remarked by F. A. Walker in his book on Money , this 
question is perhaps the most difficult in the theory of money . 1 

Since the standard work of Goschen, the theory of the foreign 
exchanges has been treated by many able writers, and in our own 
times has received special attention from the advocates of the 
gold-exchange standard. It is sufficient here to remark that 
movements in the foreign exchanges are the resultant of a num- 
ber of variable causes, and the movements may be “corrected ” by 
various special expedients which have for the time little effect on 
the general level of prices in the “correcting ” country. 

The principal cause of any movement in the foreign exchanges 
is a change in the international indebtedness. If, however, the 
adverse balance of indebtedness is restored by the export of securi- 
ties or the creation of foreign credits, the fall in the exchanges is 
stopped. But coincidently there may be a continued rise in prices 
within the Country, and it is possible that this rise may be due 
to continued excessive issues of notes. 

It may also be observed in passing that the credit of any 
country is only one of the causes affecting the foreign exchanges, 
and accordingly movements in the foreign exchanges do not neces- 
sarily reflect or measure changes in national credit. 

It is commonly admitted, for example, that the general rise 
of prices in Kussia is partly due to the excessive issues of paper 
moijey, and that these issues are also partly accountable for the 

1 Cf. my Principle* of Political Economy , Book III., ch. XV., sec. 4, Vol. II., 
p. 128. I once complimented General Walker on his clear treatment of this 
matter, and he said to me : “Do you know I was never clear in my own mind 
on that question.” 
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fall in the foreign exchange. But it is plain that for every move- 
ment in the Eussian foreign exchange or of the value of the 
rouble in terms%£ the pound there cannot be a movement in the 
general level of prices in Bussia. Eussia is too big. Nor does 
Eussian credit fluctuate simply with the changes in the sterling 
value of the rouble. 

Digression on the Effects of Depreciation on 
Foreign Trade. 

The difference between specific and general depreciation is of 
great practical importance in estimating the effect of the depre- 
ciation of inconvertible notes on the couise of foreign trade. It 
is very commonly taken for granted that depreciation of the notes 
will stimulate exports from the country concerned. Take, for 
example, the following statements : — “So long as the mark is at 
a discount there will be a pro tanto advantage to export trade, 
and although the mark may eventually regain its par value, a few 
months, or even weeks, will have an appreciable influence on 
reopening foreign business.” 1 Or, again, this: — “Man sagt 
daher mit Becht : eine entwertete Valuta wirkt wie eine Erleich- 
terung der Ausfuhi.” 2 

In the same way it is held that a corresponding check will be 
placed on imports by the depreciation. Thus Diehl : “Die ent- 
wertete Valuta wirkt wie eine erhohter Schiitzzoll .” And Mr. 
Clare writes: “On the trade of a country depreciation and an 
unfavourable exchange generally has much the same effect as a 
protective duty. It stimulates exports and checks imports.” 3 On 
the other hand, Gosclien writes : “It will be easily seen why it 
is possible to assume that a country in which a depreciated cur- 
rency and a prohibition to export bullion exist is likely to be 
importing more than it is exporting. 4 In explaining. the position, 
Goschen says: “Sometimes Governments simply, for their own 
purposes, issue a quantity of paper money ; the natural conse- 
quence will be over-importation ; prices will rise in consequence 
of the increase in circulation', and accordingly attract commodities 
from other markets, while the exports, having risen also (in price), 
will be less easy of sale abroad.’* . 

The question was much discussed at the time of the bimetallic 


1 Professor Kirkaldy : Address to British Association, 1916. • 

* Karl Diehl : Zur Frage tines Zollbundnisses zwischen Deutschland und 
Oesterreich - Ungam , p. 30. 

8 The A B C of the Foreign Exchanges , p. 153. 

4 Goschen’ s Foreign Exchanges , p. 72. 
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controversy with reference to the effects of the depreciation of 
silver. Mr. J. M. Keynes 1 in his book on Indian currency sup- 
ports the view that depreciation as such lias little or no* effect 
either by way of stimulus to exports or check to imports (and 
presumably the same reasoning would apply to paper as to silver). 

The solution of this curious conflict of opinion amongst authori- 
ties who have given special attention to the question is to be 
found by distinguishing between the two kinds of depreciation. 
The truth is that specific depreciation will tend to stimulate 
exports or imports or have no special effect on either, according 
to the degree of the general depreciation (if any) which has taken 
place within the country concerned. Take the first case. The 
exporter, owing to the specific depreciation, is supposed to get 
more notes than before to spend in his own country after convert- 
ing the foreign money into his depreciated paper. If, however, 
there has been a greater general depreciation, these extra notes 
will have less purchasing power than before. He will have to pay 
more in expenses of production, the expected gain will turn to 
loss, and exports will be checked. (Goschen’s case.) 

Take the second case. With a general depreciation greater 
than the specific the importer will obtain more notes and on con- 
version more gold than before in the country of origin . 2 

The particular case of England during the present war is of 
special interest. There has been a continuous rise in prices or a 
general depreciation of the currency, with little or no specific 
depreciation. The natural consequence would be (so far) a 
stimulus to imports and a check to exports. (Goschen’s case.) If 
this interpretation is correct, the efforts made to keep up the 
exchange or check the specific depreciation without at the same 
time checking the general depreciation have (so far) stimulated 
importation, and thereby increased the balance of indebtedness 
which has to be met by the export of securities. The large 
importation, apart from Governmental imports of war materials, 
seems (so far) to confirm this view. 

This digression, however, is only intended by way of illustra- 
tion of the distinction between general and specific depreciation, 
and is not meant to anticipate a priori the test of a statistical 
inquiry. 

(End of the Digression.) 

i Indian Currency and Finance , p. 3 and note. 

* The general argument on the effects of the two kinds of depreciation with 
application to silver and to inconvertible paper was given in a paper to the Royal 
Society of Edinburgh in 1888. Republished in my Money and Monetary Problems 
in the Essay entitled Causes of Movements in General Prices. 
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To return to the general argument, we have next to consider 
the causes which under normal conditions, i.e., with absolute con- 
vertibility in full working order, may bring about a general rise 
in prices in some particular country as compared with the general 
world level, and the limitations imposed on that rise by the con- 
ditions of convertibility. 

Before the present war England maintained the gold standard 
in the most effective form. Every credit substitute for gold vas 
convertible into gold as required. The position was s< .me Limes 
explained by saying that London was the only really free market 
for gold. The ultimate convertibility of the notes was not only 
secured by cast-iron restraints on over-issue and by a gold reserve 
that seemed ridiculously large, but in every bank in the kingdom 
convertibility was a matter of common routine. The proportion 
of gold to notes in circulation, even in Scotland, with its one- 
pound notes well established, depended simply on the convenience 
of the people concerned. Some people preferred to carry gold — 
some notes. Anyone who cashed a cheque could state his prefer- 
ence. For internal, purposes no restraints were imposed on the 
use of gold, and the notes in use were strictly limited by the Acts 
of 1844 and 1845. Silver and bronze were also coined simply to 
suit the convenience of the people. Though their legal tender 
was limited and their metallic value not half the nominal value, 
they were always convertible, and the chief complaint was of 
occasional local scarcity of some kind of these tokens, e.g., far- 
things. 

In any expansion of trade after a depression there was an 
expansion of the currency, i.e., of gold, notes, and token coins, to 
provide for wages, retail trade, &c . , under rising prices. Seeing 
that the issues of notes were strictly limited and in England none 
under £5 were allowed, a continuance of the rise in prices — from 
whatever cause it may have originated, e.g., speculation, foreign 
demand, &c. — was only possible with an increase in the 'gold 
available. 

Of the monetary transactions of England under normal condi- 
tions the part actually effected by cash payments in the strict 
sense, that is to say, by coins or notes passing from hand to hand, 
is relatively so smalLthat its importance is apt to be overlooked. 
The Bankers’ Clearing Returns in 1913 amounted to over 
£16,400 million. The gold circulation probably did not exceed 
£160 millions, of which about half was in the hands of the public 
and half in the banks, including the Bank of England. 1 

1 Cf . Report of the Currency and Finance Committee of the British Association, 
1916, in Prof. Kirkaldy's Labour Finance and the War , p. 231. 

GO ^ 
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The amount of gold in the country compared with the work to 
be done seemed so insignificant as to be negligible. We were told 
that the real currency of the country was not the sovereign (and 
its metallic submultiples), but the cheque. 

As a further consequence it was maintained that so far as the 
level of prices in any country depended on the quantity of the 
money, the gold was of little importance. This opinion was con- 
firmed by observing that the seasonal demands for currency passed 
almost unnoticed, and from year to year there might be great 
changes in trade and consequent changes in the demand for cur- 
rency with little effect on the monetary system. The gold seemed 
to be the ornamental survival of an old system of about as much 
use as the buttons on a tail coat. The real thing was the cheque- 
book in the pocket. 

The falsity of this idea, that the importance of gold and notes 
based on gold is to be estimated simply by the proportion to the 
mass of the actual currency (in which the cheque is altogether 
predominant), may be made clear both by reference to the mean- 
ing of the gold standard and the methods by which it is main- 
tained. Did anyone ever hear of a cheque standard? Can anyone 
even explain how a currency of cheques can be maintained unless 
the cheques are convertible into cash as required? The American 
crisis of 1907 illustrates the difficulty. 

The outbreak of the present war gave a vivid illustration of the 
vital importance of currency as distinct from credit. The suspen- 
sion of the Bank Act — the old remedy for the increase of cash 
in times of crisis — was permitted, but was not acted on. 1 It was 
noli acted on not from any fantastical reason that our currency 
was a cheque currency, but simply because it was supposed that 
the provision of cash in this way was too feeble. As fast as 
possible Treasury notes for one pound and ten shillings were 
printed and" at the same time legal tender was assigned to postal 
orders. Any bank was to be allowed to get notes to the extent 
of 20 per cent, of its total liabilities on deposit and current 
accounts as shown in the monthly statement last issued before 
August 6th, 1914. [Cd. 7836.] Not a voice was raised against 

i “The insufficient supply of* Treasury notes made it necessary to issue 
to bankers on August 7th and 8th, 1914, a part of the advances to which they 
were entitled under the Currency and Bank Notes Act, in the form of Bank 
of England notes instead of Treasury notes . . . the excess issue reached at 
its highest point £3,043,000.” (Economic Journal, December, 1915 , p. 566 .) 
This fact was not made known till about a year later, and as the Bank of 
England notes were only used because the Treasury notes were not printed 
fast enough, it is practically true to say that the suspension was not taken 
advantage of. 
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this creation of cash for the emergency — the only criticism was to 
the effect that the notes ought to have been already printed before- 
hand. 

In the face of a monetary panic of this Kind it is absurd to 
reckon the relative importance of the notes simply by the propor- 
tion to the bankers’ clearings. It would be as reasonable to 
estimate the relative importance of the bodily organs i>y their 
weight. Nor is this insistent demand fo** cash to be explained as 
altogether exceptional owing to the sudden outbreak of wa*. The 
need for currency as the basis of internal credit was quite as 
forcibly illustrated by the 1907 crisis in the United States, of 
which one of the sequels has been a change in the banking law. 

The best way to understand the effect of the war on credit and 
currency is to look first of all at the essence of the relations 
between cash and credit under normal conditions before the war. 
Before the war there were three very real limitations imposed on 
the rise of prices by an expansion of credit. There were three 
great drain-pipes which allowed the monetary cistern (to recall 
the metaphor which Jevons made popular) only to be filled up to 
a certain height. 

(1) The Internal Drain . — There was first the drain to provide 
cash for payments within the country itself — the internal drain 
limitation. Every banker knew that in case of need he must 
meet his cheques in cash. His creation of bank money was 
limited by the necessary provision of, or command over, a due 
proportion of metallic money or its legal tender representative in 
notes. Cash was required for wages and various retail trans- 
actions. 

As a matter of fact, the stringent regulation ol notes as com- 
pared with other forms of bankers’ credit (e.g., cheques) has been 
recognised in every country, and in no country was the regulation 
more stringent than in England before the war. •Whether the 
regulation was too stringent is not now the question. The point 
is that, under normal conditions, the limitation of the notes made 
it necessary, after a certain point was reached, to provide gold, 
and the provision of gold in a country that does not produce 
gold is a very different thing from handing out cheque-books or 
printing off notes. 

(2) The Foreign Drain . — This necessity for the provision of 
gold in case of need — which is the real meaning in a practical form 
of a gold standard — is still more imperious when we look to foreign 
payments and the possibility of a foreign drain. 

It is true that before the war to a greater and greater extent 
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the use of gold was economised in international payments. This 
economy reached its most advanced stage in the development of 
the gold exchange 'standard. But in all these economies the gold 
foundation was still necessary. When the proportion of gold fell 
below a certain point in the central bank steps were taken which 
directly or indirectly led to a contraction of credit. 

The methods by which the stock of gold was replenished in 
the case of a threatened foreign drain have been explained by a 
succession of authorities on banking. The central point to seize 
is that, with all the economies of gold we never get away from the 
fundamental necessity of every monetary centre having a suffi- 
cient amount of gold under its control to ensure the absolute con- 
vertibility of its credit substitutes. Were it not so already before 
the war the gold standard would have been effectively abandoned. 
In London the gold standard was most effectively maintained be- 
cause the principle of immediate convertibility was most strictly 
observed. It is true that the store or fund of gold held in London 
was far less than in other great centres, but the flow was greater 
and more steady. And, as in wages, it is the flow and not the 
fund that counts. 

Under the conditions that prevailed before the war gold had 
come to be recognised a,s the one standard throughout the com- 
mercial world. All the other currencies and credits were expres- 
sible in terms of gold and their values were determined in 
reference to gold. It followed that a very close connection sub- 
sisted between the general prices in any one country (reckoned 
in gold) and general world prices in the same standard. 

That the levels of prices in gold standard countries tend to 
equality is sometimes taken as axiomatic, and is shortly expressed 
by saying that gold being the standard must have the same value 
all the world over. 

The simplicity of this assumption disappears when we look into 
the meaning of the value of gold. To begin with, there are all 
the difficulties of index numbers, of which a very able and interest- 
ing r£sum£ has just been furnished by the United States Bureau 
of Labour Statistics . 1 The danger of applying general index num- 
bers to particular problems has long been familiar. For most 
practical purposes we need special index numbers. It is true that 
in any very marked movement of prices the various index numbers 
tend ,to move in the same direction, but they move at different 
rates, 

1 Bulletin No. 173 and 181. Cf. Quarterly Journal of Economics , p. 796. 
August, 1916. 
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With regard to the tendency to equality of international prices 
(tf.gr. , of English prices with world prices), it can only subsist in 
the first place in articles capable of easy and prompt transfer in 
international trade. There is, for example, no direct and imme- 
diate tendency to equality in the prices of lands and houses, which 
are the largest values in the national inventories. The same is 
true of the price of labour and of the different kinds of ^bour. 
The price of labour (of a typical kind) may vary greatly when we 
compare England with the United States, or India, or Australia. 
E\en as regards the great staples of international trade, prices 
vary with freights, and freights are subject, even m normal times, 
to varying influences. Indirectly, no doubt, the tendency to 
equality of international staples re-acts on other things. The 
price of agricultural land in England depends largely on the world 
prices of agricultural produce, as was well shown in the depression 
that set in in the ’seventies. The international article affects the 
price of the home alternative. The price of labour itself depends 
partly on the cost of food, etc., and partly on the prices of the 
products cf labour, and both are subject to international influences. 

After these and similar allowances have been made for the 
differences between national and international prices, it still re- 
mains true that under normal conditions national prices (measured 
in gold) must be adjusted to the international level. With a rise 
in national prices (from any cause) imports will be stimulated and 
things formerly on the margin of doubt will come rolling in. Con- 
versely, as regards exports, the marginals will be retained or not 
asked for at the rising prices. In this way the balance of in- 
debtedness will rise against the high-priced country. This growth 
of the adverse balance must in the end cause a contraction of 
credit unless it is met by the export of securities or the creation 
of foreign credits, or some other expedient. Failing some such 
adjustment, there must be a drain of gold, and if the gold stan- 
dard is to be maintained, the re-action on prices is inevitable 
though long delayed. The long postponement may culminate in 
a financial crisis. 

Under normal conditions the more effective the maintenance of 
the gold standard by absolute convertibility the sooner the restrain- 
ing influence will be felt on any national expansion of prices of 
external drain. * 

(3) The Consumption Drain * — There is one other drain— the 
third drain — in which may be seen the fundamental dependence of 
credit prices on gold apart from the internal and external drains 
just noticed. After a point, rising prices and rising incomes will 
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cause a rise in demand for the use of gold in the arts. The Mint 
price of gold is fixed, t.e., so much gold is coined into so many 
pounds. Conversely, if gold is wanted for the arts it may be 
obtained by melting down the sovereigns (this time perhaps in 
spite of the law). 

If, however, prices could rise indefinitely with an expansion of 
credit the drain for consumption would absorb all the gold in 
circulation or in the banks if convertibility were maintained. The 
recent publication in this country of the prohibition of melting 
down gold coins seems to show that this kind of drain is being 
felt or feared. 

The conclusion of this part of the argument is, that so long 
as the principle of convertibility is strictly maintained, any national 
depreciation of the currency, whether specific or general, tends to 
bring into play with increasing force one or all of these three 
drains. 

In general, however, under normal conditions, any tendency 
to depreciation is checked long before any one of the three drains 
becomes noticeable, even to the ordinary banker. 

The chief reason for this re-statement of the principles of the 
limitation of the expansion of credit prices, is to make clear by 
contrast the changes introduced in England through the war. 
The general result of our financial policy has been to replace the 
old brakes on the expansion of credit by new brakes on the con- 
vertibility of credit substitutes into gold. The old regulations on 
the issue of bank notes have been annulled, both as regards 
quantity and denomination. The issue of Treasury notes for one 
pound and ten shillings of full legal tender makes it possible to 
dispense altogether with gold for internal circulation. The re- 
moval of limits to the quantity of the issues of the notes has 
enabled the Government or the banks to provide against any in- 
ternal drain, simply by printing off more notes or certificates . 1 
The old check of the internal drain is no longer operative. 

With regard to the foreign drain limitation, it is true that 
'the principle of convertibility has been maintained by the Bank 
of England, but not by the pre-war methods. A great effort has 
been made to prevent specific depreciation by Governmental pro- 
vision of foreign credits, so as to neutralise the fall in the exchange 
consequent on the increasing adverse balance of indebtedness. 
The specific depreciation has been counteracted or prevented with- 


1 The notes outstanding have risen from £43,519,019 on May 12th, 1915, to 
£139,071,885 on November 8th, 1916, with coin and bullion unaltered in the 
redemption account at £28,500,000. 
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out any regard being paid to the possibility of general depreciation 
within the country. 

The restraints imposed by the war on international trade have 
rendered the readjustment of national to international prices more 
difficult. Accordingly, under war conditions, it is possible that 
the level of prices in England may rise owing to causes affecting 
English credits and currency apart from any general rise iii world 
prices. Having regard to the enormous demand by Britain and 
her Allies, the rise in British prices may be the chief cause m the 
rise in world prices of international staples. At the same time, 
the substitution in all the belligerent countries of notes for gold 
and the adoption of imperfect convertibility allows gold to over- 
flow in the neutral countries, c.g., the United States, and gold 
so far suffers a general depreciation. 

The third limitation, the drain for consumption, is practically 
inoperative when the circulation has been reduced to notes. The 
efforts of the Government, however, have been directed so far to 
prevent the use of gold within the country either for the arts or 
for hoarding, so as ’to put more under their control for stabilising 
the foreign exchanges and preventing specific depreciation. The 
third limitation on the expansion of prices by an expansion of cur- 
rency and credit is thus removed or weakened. 

It appears then that the three great limitations which in normal 
times were imposed on the expansion of prices in the United 
Kingdom have been de facto removed. 

It does not follow, however, that as a necessary consequence 
prices must have risen abnormally — so far only the possibility 
of an abnormal rise has been established. 

As the history of the Bank Restriction (1797-1819) shows, it is 
possible that a rule of thumb, not founded on any recognised mone- 
tary principle, may suffice for a time to check both specific and 
general depreciation. As already shown, inconvertibility of itself 
does not mean depreciation. The essential thing is that the prin- 
ciple of limitation must be applied in some effective form. 
Bagehot said that the reasons given by the Bank of England 
Directors (in the Restriction) for their rules regarding their note 
issues had become “ almost classical by their nonsense.” Yet for 
a long time the rules were practically sufficient. The foundation 
of the principle of these rules of thumb was the belief that a Bank 
Rate of five per cent, (with the* usual first-class banking securi- 
ties) would suffice to check any undue issue of notes. The 
maintenance by the Bank of England during nearly two years of 
the present war of the same rate seemed to suggest a survival of 
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the same simple faith. The recent resort, however, to' a six per 
cent, rate is so far a reversion to normal methods^ though *it is 
probably due simply to the desire to support our foreign credits. 
It can hardly be regarded as a recognition of aiay inflation of the 
British currency — for the belief still prevails apparently that a 
general depreciation due to inflation is not possible without specific 
depreciation, and that (by the simple quantity theory), in any 
general depreciation the amount of notes is negligible compared 
with the mass of cheques. 

The main contention of the present argument is that the in- 
fluence of note issues on prices is not to be measured by the pro- 
portion of the notes to the cheques, but by their function in supply- 
ing a necessary part of the' currency for cash transactions, and 
indirectly, a necessary ba'sjs of credit. The validity of this argu- 
ment under normal conditions has been admitted by all countries, 
as shown by their banking regulations. In all countries stringent 
limits are imposed on the issues of notes. Germany, in the third 
year of the war, in the midst of an effort to float the “last ” great 
war loan, has made frantic efforts to make the gold in reserve bear 
the legal proportion to the notes in circulation. In this country 
we have preserved nominally the convertibility of the notes, but 
we have imposed restrictions on the actual process of conversion. 
As regard'/s the Bank of England notes, we have kept the Act of 
1844, b\it as regards the Treasury notes, every principle of that 
Act has been disregarded. What other limitations have been 
adapted (beyond the original twenty per c$nt. of banking deposits) 
Vs not known. 

' Conclusion . — The general conclusion of the foregoing argument 

is that the conditions affecting note issues and bankers’ credits 
based on these notes during the war, have rendered possible a 
general depreciation of the British currency in spite of the fact 
that there has been little or no specific depreciation. 

The extent of this general depreciation (or alteration in the 
value of the whole currency, as the old writers called it) is roughly 
measured by the usual index numbers ( Economist , Sauerbeck, 
etc.). How much (if any) of this depreciation (or alteration) is to 
be ascribed to the relaxation of the limitations formerly imposed 
on the expansion of currency and credit, can only be determined 
by careful statistical inquiry. The index numbers are founded 
on the prices of particular representative commodities, and it is 
possible that in each particular case special causes may be assigned 
(in the manner of Tooke) for the exceptional rise. The magni- 
tude, however, and the apparent universality of the rise in the 
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opinion of the writer seem to show that it is due to a considerable 
extent to inflation of credit and currency. 

In support of this view, the first approximate results of a 
statistical verification may be indicated. There has been a general 
conformity between the increases of our note issues and the rise 
in prices in the United Kingdom. The increase in prices as 
shown by the index numbers has followed the increases of the 
notes. The issues of Treasury notes and certificates have 
exceeded the gold displaced from actual circulation. The notes 
of the Scottish banks (with Governmental paper reserve in place 
of gold) have largely increased. In spite of the ten shilling notes, 
more silver coins have gone into circulation. There has been a 
continuous rise in wages (taking the family as the wage-earning 
unit) and in retail prices of all kinds. In general, the movement 
in prices is of the character associated with over-issues of incon- 
vertible paper, such a;> has taken place in the other belligerent 
countries. 

The rise in prices in the United States was for a time hardly 
appreciable, and is still very much less than in the United King- 
dom. 

The bankers’ clearing returns also point to inflation. The fall 
in the Town Clearing is accounted for by the fall in Stock Ex- 
change and financial business in London. The Country Clearings 
from December, 1914, show a continued increase over the corre- 
sponding pre-war figures. The increase in the first six months of 
1910 over 1915 is greater than that of 1915 over 1914. The in- 
crease in banking deposits in connection with bankers’ loans to 
Government points to an inflation of credit. 1 The profitable nature 
of banking business (after allowance for depreciation of old invest- 
ments) and incidentally the great strength of bank shares indi- 
cates credit expansion. 2 Having regard to war conditions, the 
rates of interest have suggested inflation rather than stringency, 
though the high rates paid by the Government apparently for 
political reasons, tend to obscure this part of the evidence. The 
continued export of securities to support the foreign exchanges 
(coupled with the recent rise in the Bank Rate to 6 per cent.) 
suggests* the artificial prevention of specific depreciation which 
might otherwise have accompanied the general depreciation. The 
course of foreign trade (as already indicated) points to the arti- 
ficial stimulation of imports. • 

I hope on a future occasion to give in del ail the results of the 

1 Economist, October 21st, 1916. 

2 Ibid., October 28th, 1916. 
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statistical verification here only broadly indicated. In attempt- 
ing to determine how much of the rise in prices may be ascribed 
to inflation of the currency, it is important to trace the progress 
of this rise in prices in order of time, which is much more difficult 
than to make a mere comparison of present (November, 1916) 
conditions with pre-war (July, 1914) conditions. 

J. S. Nicholson 



THE COMMERCIAL POLICY OE FRANCE AFTER 

THE WAR. 


A 

The question of the commercial relations to be established 
after the war, both with her allies and with enemy countries, does 
not arouse much interest in France to-day, where public opinion 
is entirely taken up with military events. Nevertheless, the ques- 
tion has been discussed in the meetings of large associations, and 
varied and even conflicting resolutions have been passed, which 
may be of interest to the British reader. 

The Federation des Industrials et Commer cants Frangais, for 
instance, which counts among its membeis the most prominent 
representatives of the world of business, has several times dis- 
cussed the question at its monthly meetings, and has instructed 
the secretary to draw up a full report, which has been published 
in the Bulletin of the Association. 

We need not consider the temporary measures proposed for 
the period of reorganisation, although one of these is unusual 
enough to deserve notice, i.e., the stipulation that Germany shall 
supply France with whatever quantity of coal may be required 
to make up her shortage, such supply being considered an instal- 
ment of the pecuniary compensation or indemnity of war. We 
will confine ourselves to the conclusions relating to our com- 
mercial organisation after the war. 

First, we find a proposal to cancel all existing treaties which 
contain the most-favoured-nation clause, whether these treaties 
were made with enemy or with neutral countries. The aim is to 
begin again with a clean slate. 

The existing general tariff is to apply to Germany and her 
allies, but it is to be stiffened in, respect of "certain industries 
created since the outbreak of the war and in need of special tem- 
porary protection.” 

It is noteworthy that the Federation des Commer cants asks 
for no prohibition. Its members know too much of their subject 
to associate themselves with the puerile boycotting campaign 
which is carried on by a section of the Press and a few ultra- 
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nationalist associations. French merchants know that to refuse 
admission to all German goods would mean the closing of German 
markets to their own, and that it would not be easy to find a 
substitute for a customer who was worth a thousand million 
francs a year. And the French manufacturer knows that there 
are in Germany raw materials and machinery which cannot be 
dispensed with, and which will be most urgently required when 
his own factories start work again. 

The Economic Conference of the Allied Powers (June 14th to 
17th last) had foreseen the possibility of imposing measures *of 
prohibition as a temporary expedient. But the Federation des 
Commercants does not seem disposed to accept them even with 
this limitation. It does indeed politely state “that this meeting 
has no objection to raise to such a scheme, but that it would 
prefer to wait until the several Governments shall have pub- 
lished their intentions.” 

The Economic Conference had also foreshadowed and recom- 
mended retaliatory measures against “dumping, or any other un- 
fair form of competition.” Here, again, the Federation des Com- 
mercants does not seem disposed to follow. The word “dump- 
ing” strikes terror into the heart of the man in the street, but 
the business man does not share this obsession. He knows that 
every manufacturer who. works for export is guilty of more or less 
dumping. As M. Andre Lebon, President of the Federation , 
remarked, “The term ‘dumping * is not susceptible of exact defi- 
nition. Some States, for instance, would call bounties on ship- 
ping a form of dumping. We must avoid the use of formula* 
which by their rigidity run tine risk of paralysing our own efforts 
after expansion.” 

But if the Federation has shown itself comparatively liberal in 
regard to the competition of goods from Germany, it has, on 
the other hand, proved ultra-protectionist in its attitude towards 
German competitors on this side of the frontier. It invokes all 
the pow r ers of the law against this form of industrial invasion, 
i.e ., it would prohibit all aliens or alien companies from engaging 
in “any industry or occupation concerned with national defence 
or affecting economic independence,” unless with special author- 
isation, which must be granted for a limited period only, and 
subject to revocation. And to ensure that any self-styled French 
company shall not be under foreign control, it is required that all 
shares be registered in the names of the holders. 

It is doubtless implied that these measures are directed against 
Germans only, and that they shall not be applied to the foreigner 
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from a friendly country. Nevertheless, once we have embarked 
on a policy of excluding the foreigner, it is not easy to stop. Bait- 
ing the stranger will, in our opinion, be one of the gravest of 
after- war perils — it may well jeopardise the progress made in the 
Christian era and carry us back to the days when “ foreigner ” 
and “enemy” were synonymous terms. 

With regard to the commercial relations among the members 
of the Entente, the F ederation des Commer cants has been dis- 
turbingly reticent and the little that has been said is remarkably 
obscure. The only point to emerge clearly is that there is no 
intention of abolishing, or even of diminishing existing import 
duties. On the contrary, the Federation suggests “tliat we should 
aim at consolidating our fiscal system and repairing the breach 
which imprudent legislation has effected.” It does indeed admit 
“that some new ideas might be introduced into our system of 
import duties,” but these innovations will consist solely of addi- 
tions. Duties will furnish not only a source of revenue and a 
means of protection ; they are to act almost as a deterrent against 
the importation of. articles of luxury. For France to ask for the 
prohibition of articles of luxury is remarkably imprudent, and she 
may well regret the step when other countries seek to obtain a 
similar advantage for themselves at her expense. 

There is therefore no ground for expecting from this source 
anything that would make for free trade between the countries of 
the Entente. Even the most-fa\oured-nation principle is ad- 
mitted only with many reservations and omissions. “Many of 
our merchants would like to see it abolished altogether. To go 
as far as this, especially in regard to our Allies, would probably 
not be feasible. At least it would be advisable, in order to allay 
apprehension, to avoid articles of too general use, &c. n 

The Federation does not indeed represent all France. 
But the great agricultural associations speak in the same 
terms. They have already protested violently against any sug- 
gestion of diminishing the duty on wines, whereby the import 
of Italian wines would be facilitated. The colonial associations, 
too, demand that the Government shall give no undertaking in 
regard .to colonial policy, and so far from wishing to extend the 
principle of the open door, they are counting on securing its 
abolition in the two French colonies where it exists (solely 

because Germany insisted on it) — in the Congo and in Morocco. 

• 

• • • • • • 

But all this is the opinion of the rich — of property owners and 
capitalists — who would naturally be conservative. What bf the 
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rest? What say those who are more or less qualified to speak for 
the people — democrats, Socialists, co-operators? 

They say very little. Socialists in France have always kept 
aloof from the question of Protection v . Free Trade, in which they 
saw nothing but a middle-class controversy. There are indica- 
tions, however, that the war will draw them out of this state of 
indifference. It is not impossible that Free Trade may commend 
itself to them as a means of reviving and consolidating inter- 
national Socialism, which used to be one of the essential planks 
in their platform and which has suffered such woeful disruption 
of late. 

The co-operators have already initiated a campaign on these 
lines. They are not numerous in France, and their activities do 
not bear comparison with those of the co-operators of Great 
Britain. Nevertheless, their influence has increased a good deal 
in the course of the war, especially owing to the services they 
rendered to the Government and to the municipalities in their 
struggle against the rise in prices. The congress which they held 
in Paris from September 22nd to 25th attracted considerable 
notice, more especially because they invited the co-operators of 
allied countries to take part, and representatives of England, 
Belgium, and Italy actually attended. The most important ques- 
tion on the agenda was that of industrial relations after the war. 
Here are the conclusions as reported by the writer of this 
article : — 

“1. Commercial treaties between the nations composing the 
Entente to be as wide as possible ; everything that makes for 
interchange, i.e., transport, correspondence, immigration, natural- 
isation, unification of factory laws, to be encouraged. Attempts to 
be made to establish more thorough-going union between neigh- 
bouring countries. In those colonies which have not yet been 
given self-government, the principle of the open door to be 
established. 

2. As regards neutral countries, the most-favoured-nation 
treatment to be extended as widely as possible. 

3. As regards Germany, Austria, and their allies, to abstain 
from systematic boycott which would be intended solely to ruin 
their trade, but, on the other hand, to allow them free access 
to the markets of the countries of the Entente, only on condition 
that the two Empires should subscribe to the principle of inter- 
natiohal arbitration. 

4. In all questions of import duties, to give the interests of 
consumers and workers the first consideration, in view of the 
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reaction of such duties on the cost of living ; not to oppose duties 
that a*e purely fiscal in character, and designed to bring in neces- 
sary revenue, but to fight against those whose sole object it would 
be to safeguard the profits of any particular industry. 

5. To facilitate the creation of any new industry capable of 
opening new channels for national activity, but not to adopt as 
the end of our industrial policy the principle of making our country 
independent of others. To accept the principle of a necessary 
division of labour and a desirable international co-operation 
between all countries.” 

These conclusions were adopted by the Congress more or less 
without modification, with the single exception of .Resolution 4, 
which had to be suppressed owing to the unshakable opposition 
of the English and Scotch delegates. These declared that they 
would be false to the principles for which their societies stood 
if they voted for a resolution admitting the right to impose 
general impart duties on all goods, even "with the reservations 
made in the text — even with the proviso that the duties would 
be sanctioned only a*s sources of revenue. It is interesting to note 
this steadfast resolve on the part of the English co-operator to 
insist — however pressing may be the need of revenue — on the total 
exemption from duties of all articles of food. The representa- 
tives of the working classes in France are not so uncompromising. 
They know well enough that the State will have to get its mil- 
lions out of something, and they understand that these cannot be 
levied exclusively on the incomes of the propertied classes. They 
do not wish, however, to sanction import duties in order to secure 
profits to capitalists and landlords, and to obviate this danger 
would prefer the Government to reserve for itself the monopoly of 
the importation and sale of foreign food products, e.g., coffee. 

The conclusions quoted above, which would not have any very 
great value if they represented the view of French f co-operators 
only, have gained somewhat in importance by being reproduced 
in the principal Socialist papers, especially in L* Humanite and 
in Le Bonnet Rouge, and from the fact that they have been 
approved by the* Congress of the Ligue dcs Droits de V Homme, 
which has just been held in Paris. (November 2nd and 3rd). The 
Ligue des Droits de VHomme is the inost powerful political asso- 
ciation of the Republican Party, and its influence on the Govern- 
ment is considerable. Its opinions may have a certain weight 
when commercial treaties come to be discussed. Nevertheless, I 
doubt if they will turn the scale against the coalition of agricul- 
tural and industrial interests. 

No. 104 — vol. xxvi. 
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It is true that there is a Ligue du Libre f ? change in France, 
whose President, M. Yves Guyot, is well known in England and a 
familiar figure at the Cobden Club, and whose organ, the Journal 
des Economistes , is the oldest economic review in the world. But 
the League is a mere survival of a glorious age, of the halcyon 
days of Bastiat and Michel Chevalier. It still claims a few adher- 
ents among the members of the Soci6t6 d’Economie Politique 
and the Acad4mie des Sciences Morales et Politiques, but it has 
no influence in Parliament and no roots in the country. It may 
take a new lease of life — we hope it may — by joining forces with 
the co-operators and Socialists. Among the many surprises of 
the war it would certainly not be the least if the doctrinaires of 
the Liberal school and the Socialists were brought to make 
common cause against the enemy. 

The Ligue du Libre E change lias published two manifestoes, 
the last one in July. It goes without saying that the League will 
press with all its powers for the closest possible commercial union 
between the members of the Entente, and will oppose any measure 
of prohibition directed against the Central Empires. But it goes 
farther, for it wishes the terms of peace to “ impose free trade 
on the enemy,” i.e. f to forbid them to institute any protective 
tariff. This method of imposing Free Trade by force of arms is 
a little surprising, coming as it does from the leader of the Liberal 
school, even though it carries with it the proviso that the con- 
queror will impose identical terms on himself. The argument- 
adduced by the manifesto is that Free Trade imposed on Germany 
will be the best means of (1) enabling her to pay an indemnity 
for the war, (2) preventing the fiscal union of Germany and 
Austria and the establishment of “Central Europe,” (3) putting 
an end to dumping, (4) safeguarding for Alsace-Lorraine, when 
annexed to France, her former outlet into Germany. These argu- 
ments are 'interesting, but they imply the complete victory of 
the Entente, and Germany reduced to accepting the commercial 
system dictated by the Allies. It might perhaps not have been 
altogether superfluous to consider other hypotheses, c.g ., the 
question whether, if Germany kept her protective tariff, the mem- 
bers of the Entente should nevertheless grant her the privilege 
of free import for her products. To be strictly logical, the League 
should answer the question in the affirmative, but it is silent on 
the point. 

The question of commercial relations after the war has also 
been studied by an association founded about a year ago — the 
Franco-British Committee — but, as indicated by the title, this 
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Committee concerns itself exclusively with the relations between 
France and Great Britain. It has not shown itself as eager for 
a commercial entente as its name would lead us to expect, nor 
does its programme differ materially from that of the Federation 
des Commercants , of which we have given a summary above. 
The two associations indeed share more than their views, for the 
economic section of the Fra neo-British Committee awd the 
Federation des Commercants actually have the same President, 
M. Andr6 Lebon. The report brought out in the name of the 
Committee by M. Belin concludes with the words : “We do f not 
aim at forming a Zollverein to bind together the allied nations, 
whose interests are so dissimilar. What we aim at is to rid our- 
selves of the megalomania of a State which has carried out a cam- 
paign of insidious invasion ; to re-establish wholesome commercial 
relations ; to re-organise the economic world, while leaving each 
country its freedom.*’ Which must evidently be interpreted to 
mean “the freedom of its tariffs. ” For the rest, the Committee 
has decided to leave on one side all questions of tariff duties, 
which would require very detailed and technical discussions. 

in conclusion, the impression which emerges from these con- 
flicting opinions is that the commercial politics of France after 
the war will be very little different from what they were before 
the war. And w r e are inclined to think that the same will hold 
good in domains other than those of commerce. Popular imagina- 
tion tends — in times of great upheaval — to believe that the world 
will emerge transformed, and, like the Apostle in the Apocalypse, 
will see a new heaven and a new earth. The Press teems with 
assertions that nothing after the war will be the same as before. 
But history lias never verified the expectation of sudden and 
general transformations — not even the history of geology. It is 
therefore very probable that after the war the Protectionist coun- 
tries will remain protectionist and the Free Trade countries will 
retain free trade, and that neither among the Allies nor among 
the enemies of yesterday will the commercial relations be as much 
changed as we might have been justified in anticipating. 

Charles Gide 
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THE TASK OF THE WELFARE SUPERVISOR . 1 

You are proposing to enter upon the new profession of 
“Welfare Supervisor” — a profession whose emergence from 
obscurity and rapid development during the last few months 
have been among the many unexpected and remarkable results of 
the Great War. It is a profession which is not going to be 
restricted to women, either in its personnel or in the scope of 
its duties. But it is in relation to women that its opportunities 
are most evident and most forcibly appeal to the public sense of 
fitness; and it is to women who propose to work among women 
that I am now addressing myself. 

For such a career health and intelligence and sympathy are 
the primary requirements, and these are gifts that no course of 
special training, long or short, can ever supply. But, even given 
these qualifications, it is very properly realised that for the great 
majority of would-be Welfare Supervisors, if not all, some sort 
of special training is very desirable. The preparation in many 
cases may be the unintentional result of protracted and 
diversified experience passed through by a naturally intelligent 
and sympathetic woman. I daresay some of the most successful 
of the new Supervisors will be women who never took a “course ” 
of any kind since they left school. But there are far too few -of 
such experienced women to “go round,” now that the country 
has awakened to the need for their services. Some systematic 
plan has to be devised by which others — many others — can be 
prepared, as effectively and speedily as may be, for the new field 
of activity; and it is to me a peculiarly cheering thing that at 
this juncture those who are best capable of judging turn to the 
modern universities to supply the want. It is cheering because 
it indicates their belief that the universities are at least trying 
to get out of the old ruts, and are ready to break with conven- 
tions, if only they can put themselves into a living relation to 
the requirements of modern life. , And yet I assure you that 

1 Au Address introductory to a Course for Welfare Workers arranged by 
the University of Birmingham in conjunction with the Birmingham Women s 
Settlement, October 2nd, 1916. 
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we who are concerned with university teaching do not wish to 
exaggerate the share we can of ourselves take in this matter. 
We ought to have the art of teaching those things which can be 
made the subject of formal instruction : we ^ught to enjoy, and 
we ought to take care to deserve, a reputation for impartiality ; 
and we ought to furnish a centre round which the most diverse 
forms of social service may gather without losing their independ- 
ence. But intimate personal knowledge of working-class con- 
ditions in the home and in the factory ; understanding, based 
on long practice, of the actual working of industrial organisa : 
tions, of the machinery of local government, of the operations 
and effects of philanthropic agencies ; and, above all, that sort 
of practicality which corner from long and diversified experience 
— these are what wo university teachers, in +lie very nature of 
things, cannot possess. And hence in this matter of training 
the university must seek the closest co-operation of those out- 
side its class-rooms who are actually engaged in social work. 
This co-operation we in Birmingham have been fortunate enough 
to enjoy for some; years : and I doubt not that every modern 
university situated in the midst of an industrial population will 
find it possible to bring about a similar alliance. 

Let us look now at the outstanding features of the modem 
industrial situation as it concerns your future work. You look 
forward to becoming welfare workers in factories. It is the 
factory which is to be the scene of your labours, and the con- 
ditions of factory life which have called for your appointment. 
Now the factory (or mill or works) is not yet, if it will ever 
become, the only form of manufacturing organisation. The com- 
plete victory of the factory, which was predicted three-quarters 
of a century ago, has taken longer to bring about than people 
used to anticipate : a surprisingly large amount of production 
still takes place in small workshops ; and the presence of small 
workshops, side by side with great factories, creates some of the 
most awkward difficulties in the way of social reform. Still, tfoe 
factory (or mill or works) occupies by far the larger part of the 
industrial field, and constitutes the characteristic industrial 
problem of our own days. And therefore it is important to realise 
what it means and what it involves. It means, to begin with, 
the performance of mechanical work by what we significantly 
call “power” — i.e., non-human power — steam or electricity. 
Muscular effort — the effort of lifting, carrying, pushing, thrust- 
ing, cutting, and the like-r-is almost entirely replaced by the 
performance of machinery. The human agent — apart from the 
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Capital and Labour produced by Machinery. I need not labour 
the point that this separation is rendered deeper and wider by 
the modern method of securing the necessary provision ‘of 'large 
capitals by the formation of joint stock companies. The out- 
come of it all is that, on the side of what we speak of as “the 
employers ” — by which we must mean all those, whoever they 
are, who provide the capital — the profit- or income-making pur- 
pose of business tends to become the exclusive preoccupation, so 
far as their “investments” are concerned, however unselfish and 
generous they may be in the expenditure of their income. I am 
not necessarily blaming them : without dividends there would be 
no investments ; and investment of capital is the means by which 
modern communities have been enabled to reach even the modest 
degree of comlprt w r e have so far attained to. But the profit- 
seeking impulse may often be short-sighted, both in the public 
interest and in its own interest properly understood. 

The situation with respect to labour has been profoundly 
affected by two other facts. The one is that machinery has 
become so vastly important that it tends in the eyes of its pro- 
prietors and managers to become all-important. The human 
attendance on the machine seems to be so subsidiary ; it seems 
to call for so little exertion, so little intelligence, that there is 
a certain unconscious tendency to disregard it, to take it, so to 
speak, for granted. The other is that, with the extension of 
markets and the pressure of competition, the commercial side of 
business management becomes the daily and anxious care of 
those responsible to the shareholders. Commercial policy and 
mechanical equipment between them thus take up so much time 
and thought on the part of the management that labour con- 
ditions are apt to be left out of account until they begin to give 
trouble. 

Turn now to the other side, that of the workpeople, and 
notice, first, the effects of mere aggregation. Conscious or 
unconscious imitation is perhaps the strongest of psychological 
forces. You cannot possibly bring large bodies of workpeople 
together and expect them to behave as they might if they were 
isolated individuals. How infinitely important for good -and for 
ill is the “tone” of a shop you' will soon discover as Welfare 
Supervisors. But consider especially how the unconscious 
formation of shop standards affects the pace and continuity of 
production under the conditions of “cash nexus.” It is hope- 
less to expect masses of workpeople who are occupied in a 
monotonous task, performing only one of the numerous processes 
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which lead up to a product they probably seldom see in its final 
form rf for a distant or foreign market of which they have no 
conception, and under conditions of competition with other con- 
cerns and other countries which they have nc means of gauging, 
it is hopeless, I say, to expect of them a realising sense of any- 
thing outside their wages. When the question is put to them 
whether they will increase their output and get better wages, their 
first thought, whether formulated or not, is whether the incrersed 
wage is worth the additional exertion. They may prefer to 
work fewer days, or fewer hours, or at less strain and go with- 
out the additional wages. We are trying to look at the situa- 
tion impartially, and not pronouncing offhand whether this is 
laziness or a wise economy of strength. Their second thought is 
whether, when they have got into the way of producing more, 
they w T ill go on getting the higher wages or whether the piece 
rates will not be reduced. Hitherto, as all intelligent business 
men of wide experience will readily admit, the working people 
generally have had abundant cause for doubt as to the perman- 
ence of larger wages due to greater exertion. If the manage- 
ment thinks it can get the increased output at lower cost, the 
profit-seeking impulse, which is the moving force of business, 
pushes it in that direction — often, it must again be added, quite 
short-signtedly. Moreover, the single concern is seldom quite 
independent in this matter : so long as competition works with- 
out restraint, one enterprising (or ill-advised) concern may force 
all the others to reduce rates against their will — or, what comes 
to the same thing, may be mistakenly supposed by its rivals so 
to force them. The way out of the difficulty is, I believe, only 
to be found in the existence of strong combinations on the side 
both of the employing concerns and of the workpeople : on the 
part of the employing concerns to bring the opinion of the lead- 
ing men of the trade to bear upon those concerns, which would 
fight for their own immediate interests without regard to the 
interests of the trade as a whole ; on the side of the workpeople 
to safeguard standards once attained by using their power of 
withdrawing labour. 

So far I have been speaking of workpeople without distinc- 
tion of sex; an^ indeed, what I have said so far will apply 
equally to both sexes. But the presence of women in factories 
brings additional elements into the problem. Again we need 
not stop to introduce comparisons between this an<T the 
pre-factory age. Some comparisons commonly drawn are prob- 
ably exaggerated ; for instance, we probably underestimate the 
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part which women played in industry long before the factory 
rigime. In the case of women, as of men, the problem is 
changed in quality if only because it has so enormously changed 
in quantity, and in the elements of aggregation and dependence 
on machinery. The machine, by removing the strain from 
muscle, makes industrial employment possible for women on a 
vast scale; and the tendency towards division of labour, towards 
the limitation of the industrial worker to “processes” and 
“repetition,” opens wider and wider fields for their employment. 
But women, while they enjoy certain natural advantages due to 
sex, are subject to certain disadvantages due to sex. I pass over 
the conditions due to health, and nerves as dependent upon 
health, and the special forms which moral dangers assume in 
relation to women. These subjects will all engage your atten- 
tion in this course. It will be sufficient for me here to indicate 
some of the industrial consequences of sex as the world is now 
constituted. One is that, for the vast majority of women, 
industrial employment is not a career, but a stage in their lives 
preceding marriage. This means that they cannot be expected 
to take, and in fact do not take, as much interest as men in the 
conditions of their employment. The economic or political con- 
siderations, which might conceivably stimulate to larger output, 
would weigh even less with them than with men, while the 
motives for combination among themselves to secure larger 
remuneration are far weaker. As a rule they receive less wages ; 
I will not stop to consider why — whether it be due to family life, 
or to less productive efficiency, or to greater docility. There is 
the fact, however produced, with its consequences for those 
women who have to support themselves or others. And the 
diversion of interest on the part of the management from Labour 
to Machinery and Markets is apt to be more complete the cheaper 
and the easier to obtain that labour seems to be. 

Upon an industrial world so constituted has come the Great 
War, and within a few months it has revealed to every discern- 
ing onlooker the defects which previously had been realised by 
but few. These defects had never before secured general atten- 
tion, for obvious reasons. The geographical accident of Britain’s 
possession of abundant coal and iron in close proximity ; the 
advantages derived from the maritime supremacy established in 
the Napoleonic Wars ; the delay in Germany’s return to unity ; 
the ihterruption of America’s development by its Civil War — 
these and other causes had allowed England to get a long start 
over other nations. Moreover, other countries had the same 
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factory system and were subject to the like industrial conse- 
quences. England had a long tradition of business success and 
business self-satisfaction ; its factories and works had grown up 
slowly, and many of them had never been consciously planned 
in view of the social and hygienic requirements of massed pro- 
duction ; there had never been a time when the country in 
general, or manufacturers in particular, had really been pulled 
up and forced to take stock of the situation. The war has 
brought such a stock-taking; in the industrial spheie; as in 
every other sphere, it has been a Day of Judgment. It has made 
apparent to everyone that the present factory system, superior 
as it must be recl&ned to what preceded it as an organisation 
for production, is nevertheless largely defective even for that 
purpose. The slow pace of production and the interruptions in 
its course, due to labour difficulties, of which everybody is now 
aware, have been the result not of blind stupidity on the part 
of workpeople, nor of mere greed on the part of employers, but 
of the very conditions of ordinary factory operation working upon 
average humanity.; In a sense everybody, on both sides of the 
wages contract, is to blame; in another sense, nobody is to 
blame. But into this problem I can enter only so far as it 
concerns you directly as future Welfare Supervisors. You come 
into the industrial field just because tire war has made every- 
body realise what few had realised before, that the importance 
of the human element in comparison with machinery was grossly 
underestimated — that the labour side of business was, even from 
the point of view of productivity, by no means so negligible as 
had been thought. Make your machinery as automatic as you 
like, yet somehow, and for the most diverse reasons, the health 
and comfort, and such intangible things as the spirits and temper 
of the workpeople, do count in the matter of output. And 
problems closely connected with the efficiency ®f the labour 
force, though arising outside the factory walls — problems such as 
those of housing and transport and food and recreation and rest, 
which have long existed, but have not been insistent enough to 
secure attention — have, with the new and even greater aggrega- 
tion of labour to meet a need vital to the whole country, become 
gross and palpable. A more careful and intelligent regard to 
the welfare of their employees, and the employment for this 
purpose of educated women of judgment and knowledge, has now 
been urged upon all Controlled Establishments for the sake of 
increasing output — increasing output, not for the benefit of the 
shareholders, not even for the benefit of that idol of the past 
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called the Consumer, but for the sake of our men in the trenches, 
and through them, most of us believe, for the sake of the highest 
interests of civilisation. You Welfare Workers, therefore, while 
you must not unduly magnify your office, ought to be daily helped 
by the stimulating thought that your work is in the best of senses 
patriotic. And the goal before you is not only to help now, but 
to make “welfare work” so evidently contribute to production 
that, when the war is over and the factories of the country cease 
to be “controlled,” you will be retained by the management as 
a matter of course. 

It would, however, be an inadequate interpretation of the 
meaning of this new profession of Welfare Supervisor to explain 
it as entirely due to a true perception of the contribution it may 
make to productive efficiency. It is an outcome, also, of the 
creation of a national conscience, in circumstances which have 
allowed that conscience to be applied. It is not that business 
managers have been devoid of conscience ; they are human beings 
remarkably like most other human beings, and there have been 
splendid instances of the most anxious attention to the welfare 
of operatives from the most unselfish of motives. But as the 
world of industry has, in fact, been constituted, conscience was 
too generally kept quiet by custom, or weakened by a conflict 
of apparent duties, resulting from a sense of trusteeship for the 
shareholder. But now the Nation as a whole has become, in a 
very real sense, the ultimate Employer. It is the Nation that 
has to pay for the product — in taxation now and for indefinite 
centuries to come. It is the Nation that, in the interest of pro- 
duction, has forcibly suppressed for the time much of that 
freedom of movement which was among the safeguards — 
inadequate, indeed, but not entirely ineffective — of the operatives’ 
interests. No worker in a munition factory, man or woman, is 
now allowed .to go to another employer to better his or her posi- 
tion. And the Nation, thus really employing and thus visibly 
restricting the workpeople, inevitably assumes a responsibility 
for their welfare ; and the Ministry which represents it is thus 
led to urge welfare supervision upon Controlled Establishments 
and bound to introduce it itself in National Establishments, not 
only because it pays in the matter of production, but because it 
is inherently right. Certainly a Ministry of Munitions in the 
midst of so terrible a struggle of the nations could not, even in 
these democratic days, turn aside from its immediate task to 
promote philanthropic schemes unless it had excellent reason to 
believe that they would directly contribute to the primary end 
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in view — the winning of the war. But for once the narrowest 
Utility and the widest Humanity have met together. 

Ladies who are looking forward to the new profession will 
perhaps be patient with me if I venture to add a few words of 
warning. You are entering upon work full of interest and promise, 
but surrounded by all the risks of the experimental. Welfare 
Supervision is a field whose limits are at present undefined. In 
the well-known White Paper of the MinLtry of Munitions .vill 
be found a pretty long list of the various activities already 
actually carried on in one or other Controlled Establishment. 
But you must not think that you can at once undertake all the 
various duties there recited. In most establishments you will 
be expected to superintend the canteen ; you will be expected 
to do “first-aid work,” or to co-operate with the nurses 
already employed. But beyond that the management will 
often be quite vague as to your duties, and you will have to 
create your own positions. You will have to go slowly and tact- 
fully, doing at first simply what you are asked to do. Most of 
you will have had! no intimate knowledge of inside factory con- 
ditions or of the habits and opinions of factory girls, which differ 
indeed in the several districts and the several kinds of labour. 
In some quarters you will be received with a certain distrust 
by the management, and you must not* justify that distrust by 
any air of superiority or by anything that can fairly be called 
meddlesomeness. If you notice, as you probably will, things 
which may be improved, you will not blurt out unwelcome truths 
without regard to person or season, but wait until you find a 
suitable time to make quiet and well-informed and definite repre- 
sentations to the suitable people. You must assume that the 
managers and foremen or forewomen want to do the right thing ; 
you must assume that if apparently obvious reforms are not 
made at once there are difficulties in the way, to* be recognised 
clearly before they can be overcome. The influence of a clear- 
sighted and experienced woman with a practical turn of mind 
in the position of Welfare Supervisor or Lady Superintendent 
can be most beneficial and steadily growing, but it will not come 
easily to all of you. Believe me, fine feelings, even acute intel- 
lects, do, not by themselves go anything like so far as people 
sometimes think. If the managers can tell the directors in a 
few months concerning one of you : “She knows her job,” and 
“She knows how to get on with people,” you will have earned 
the reputation that is most useful alike to women and to men. 
Behind all your prudent, unemotional outward bearing there 
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may be, there must be, a deep fund of human love and 
sympathy and reliance upon what you feel to be the highest in 
this universe; but you need not wear your hearts upon your 
sleeves. 

In relation to the workwomen there is another and equally 
important set of considerations to be borne in mind. I do not 
think I need warn you against sentimentality. Women are the 
unromantic and sensible sex, at any rate in relation to other 
women : they see their fellow-women without any disturbing 
glamour ; and I don’t know whether they are not likely to be 
too hard rather than too soft when the first novelty has worn 
off. What you must bear in mind is that a very large number 
of the workwomen will regard you for some time with a certain 
coldness — not to say suspicion. You must remember that to 
them you are at first simply another forewoman, representing 
the employer ; you must remember, also, that many of them are 
very much afraid of being “done good to.” They are satisfied 
with themselves as they are; they are conscious, as you cannot 
be, of their own pleasures and t heir own troubles; they have no 
reason to believe that you are any better essentially than they 
are, though you have been more fortunate in some respects ; and 
they certainly won’t fall romantically in love with you like 
schoolgirls. Moreover, those of you who have already had oppor- 
tunities of intimacy with working women will bear me out when 
I say that there is a new spirit of independence abroad among 
working women, especially those engaged in munition works. 
They have obtained a new importance in the world of which 
they cannot be ignorant. They want to be as free as men and 
to carry on their work and their play as freely as men do. Such 
a spirit is doubtless a necessary stage in human progress ; but it 
brings with it new risks. Your object must be to respect even 
a fierce spirit « of independence, to gain the women’s regard by 
your competency and by your fairness, and to secure their will- 
ing co-operation wherever it is at all possible. The more self- 
governing they can be helped to become in all the discipline of 
the shop and in all the recreation put within their reach the 
better it will be. 

Have I alarmed you by these glimpses of pitfalls on both 
sides of the road? Then let me end by the commonplace but 
true remark that there is no credit in doing an easy thing. I 
cannot conceive work moie interesting than yours is going to 
be or more full of promise for Britain and the world. 

W. J. Ashley 



THE SPITALFIELDS ACTS, 1773-1824 


Thanks to Mr. and Mrs. Sidney Webb, the Spitalfields Acts, 
which no economic historian — hardly even a student — can afford to 
ignore, have become a classical illustration of the fact “that the 
House of Commons remained innocent of any general theory 
against legislative interference long after it had begun the work 
of sweeping away mediaeval regulations. * M It was not the 
business of the authors of the History of Trade Unionism to 
examine the Acts and their working in any detail. But they are 
worth examination, as is the whole economic history of that 
product of immigrant skill and extreme mercantilist regulation — 
the British silk industry of the eighteenth and early nineteenth 
centuries. A contribution to this wider inquiry was made a few 
years ago by Mr. G. B. Hertz, 2 who gave incidentally a fuller 
account of the Acts themselves than any recent writer ; but neither 
was Mr. Hertz “out for” the Acts, their antecedents, the busi- 
ness and social world to which (hey applied, what you may call, 
as you please, their medievalism or their modern note, their 
imitations, just how they worked, or why they were repealed. 
The Parliamentary Papers of the early nineteenth century, 
together with certain other sources of less value, have a good 
deal to tell anyone who cares for these things. 

There is no need to spend time in proving that the Spitalfields 
industry of the eighteenth century was mainly “capitalistic.” 
The normal weaver was, and always had been, a wage-earner, 
though the masters were not infrequently recruited from among 
successful weavers, and some of these masters were only in a 
small way of business. A typical manufacturer, during the whole 
of the period 1700-1830, would either buy silk, possibly from 
abroad, more or less ready for the loom, or would have raw silk 
thrown, twisted, dyed, and in other ways prepared for weaving 
by throwsters, spinners, and the like, in various districts outside 

1 History of Trade Unionism .{1902 ed.), p. 48. 

2 The. English Silk Industry in the Eighteenth Century, English Historical 
Review, XXIV., 710 ( 1909 ). 
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London. 1 Spitalfields and the adjacent parishes were simply a 
weaving area, conveniently near to the landing-place and n^arket 
for the raw silk and to the greatest centre of consumption. 

That the trade was what would to-day be called an organised 
trade before the passing of the Act of 1773 is highly probable. 
For the Act was connected with difficulties arising from the faulty 
working of something very like a modern trade agreement in a 
piece-work industry. There was a “book,” or list of piece-work 
rates, “an agreed list,” “that had existed long before I had 
existence,” said an old foreman, by name Edward Jones, who 
perfectly remembered the facts, which list was, “about the year 
1767, broken in upon and violated.” 2 The antiquity of this 
“book ” would be a curious inquiry. Its breakdown produced the 
usual eighteenth-century expression of public opinion — an outbreak 
of brutal rioting. Bands of weavers “traversed the streets at 
midnight, broke into the houses, and destroyed the property of 
the manufacturers,” the old foreman said. A less trustworthy 
witness, some years later, told how weavers were executed, and 
how “a person of the name of Clark, who was discovered to have 
been the informer, was dragged to a pond and thrown in, and was 
pelted to death.” 8 According to Jones, one result of the rioting 
was that masters and men met again and drew up a fresh list 
in 1769. Four years later came the first Spitalfields Act, 13 Geo. 

111., c. 68, whose main object was to prevent the recurrence of 
such troubles ; though apparently it was not a mere bit of panic 
legislation, as was often asserted in after years. It authorised the 
Justices of Middlesex, the Tower Hamlets, and the City to 
“settle, regulate, and declare ” the wages of silk weavers in their 

l See for the close of the period the Report of the Select Committee on the 
Silk Trade , 1832, Q. 4805, sgq. Q. 5275 sqg., etc. A manufacturer might, of 
course, be himself connected with a throwing mill. The point is that throwing, 
spinning, etc., were not London industries. There is an interesting return of 
looms employed by fifteen Spitalfields manufacturers in the Report of the 
Select Committee on the Petition of the Ribbon Weavers , 1818 (Accounts and 
Papers , IX., 5, p. 195). The average is 58. Only five employed less than 
thirty looms; three employed over 100. There were, however, still in 1823 
a large number “that employ 10, 20, 30, and 40 looms ” in the trade, and a 
few working weavers who bought silk and sold their fabrics to warehousemen. 
Lords' Committee on the Bill to repeal four Acts relating to the wages of 
persons employed in the manufacture of silk , 1823. Lords' Sessional Papers , 
CL VI. 57, p. 20. (Evidence of Wm. Hale.) 

2 Lords' Committee, 1823 p. 33 sgq. The existence of this book is not referred 
to in the History of Trade Unionism (pp. 48—9), where it is implied that the 
collective bargaining referred to below grew up out of the Act. It looks as if 
there had been something like it long before. 

3 Handloom Weavers ' Commission , 1840. 'Assistant Commissioners' Reports , 

11., 359. Recollections of a person who was “very young" at the time. He 
must have been very young. 
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respective areas. All accounts agree as to how they did it. If 
committees of masters and men had not first discussed the piece- 
rates separately and then jointly, the Justices instructed them to 
do so. In the early days they generally managed to fix matters 
up. The “magistrates of three jurisdictions always agreed to the 
same thing ” 1 and the collective bargain was made binding. It 
became a punishable offence to give or receive less or mo A e than 
ihe duly sanctioned piece-rates. 

If the parties did not agree, the magistrates took e.idence 
and heard counsel. On the very technical points involved they 
were hardly competent to decide. “If is stated that they confined 
themselves to inquiring as to the price of provisions and what the 
weaver could earn, and decided accordingly.” 2 It is also stated 
that they generally favoured the men. As most of their decisions 
were made in times of dear food, this is not unnatural. There is 
no need to endorse the solemn pronouncement of the critic of 
1840 : “It is in the nature of things that magistrates should 
decide on the ]>opular side, and be prone to exercise a liberality 
which is not at their own expense.” One manufacturer asserted, 
in 1823, that “the last time we appealed to the magistrates they 
were with us. The period 1 allude to was ... at the time of the 
Peace of Amiens.” 3 About that time the whole system began 
to ossify. The magistrates’ decisions had at first been published 
in the papers. In 1874 they were collected into a book of fabrics 
and prices. The last version of this book appeared in 1806. “I 
have assisted,” said a witness in 1818, “in forming all the list prices 
that have been made since 1784, a general one in 1795 [this was 
to meet the high prices of that year] ; another in 1800; another 
in 1802; another in 1801 ; an explanatory one in 1805; and the 
last in 1800, a general one; and then by the desire of the masters 
and men I compiled the present book.” 4 

Two clauses in the Act, which have nothing to do with 
wages, are of considerable interest in relation to the industrial 
organisation of the trade. By one of these, masters resident 
within the statutory areas were not allowed to employ persons 
resident outside those areas. This, as will appear, became a 
special masters' grievance in the nineteenth century. By another 
clause, no weaver was to have* more than two apprentices at a 
time. This “mediaeval ” clause would indeed prevent the exploita- 

1 Handloom Weavers’ Commission, 1840. Assistant Commissioners * Reports, 
II., 259. See also the account of Thos. Gibson in 1818 (Ribbon Weavers, 
p. 141) and Wm. Hale in 1823 (Lords' Committee , 1823, p. 7). 

2 Handloom Weavers, II., 360. * 

3 Lords' Committee of 1823, p. 7. But see below. 

4 Ribbon Weavers, p. 188. 

No. 104 . — vol. xxvi. 1 1 
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tion of apprentice labour by the master weaver ; but it could not 
work in an “anti-capitalistic ” sense, as the mediaeval rules of 
this type were meant to work, since the weaver in this case was 
not the ultimate employer. It might even tend to check rises 
from the ranks of weavers to those of manufacturers ; for so long 
as a man was himself engaged in weaving he could not hope to 
employ many hands. It also checked the expansion of the London 
industry, or was alleged to have done so. 1 

Between 1780 and 1812 the Act was once imitated and twice 
extended. By 19 and 20 Geo. IV. (I) it was imitated by the 
Irish Parliament for Dublin. By 32 Geo. III., c. 44, it was ex- 
tended, for the London area, to include fabrics of silk mixed 
with other materials, such as bombazines and poplins. This was, 
no doubt, one cause of the active revisions of the book between 
1795 and 1806. After the book ossified a most interesting exten- 
sion was made. By 51 Geo. III., c. 11, journeywomen were 
brought within the Act. There were a large number of journey- 
women in London, many of whom had served regular appren- 
ticeships for five or seven years. 2 , 

In the early nineteenth century the industry was spreading far 
beyond Spitalfields. The statement made by an employer in 1821, 
that “a few years ago the silk manufacture was hardly known 
beyond London,” 3 was no doubt exaggerated ; but there was cer- 
tainly in these years an extension of the weaving industry in such 
places as Braintree, Bocking, and Coggesliall ; Sudbury, Laven- 
ham, and Haverhill; Beading, Newbury, Andover, and Whit- 
church. The practice in these districts was to pay only two-thirds 
of the Spitalfields prices. 4 Further afield were Coventry, with its 
ribbons ; Norwich, which did a large trade in mixed goods of wool 
and silk, especially bombazines ; Macclesfield, whose original trade 
was in silk handkerchiefs ; and other Northern districts, now in- 
cluding that cf Manchester, which was competing with London in 
various lines. As the law stood, a London manufacturer was not 
allowed to put work out in the neighbouring counties ; but, certainly 
after the peace and perhaps before, this rule was evaded. ]f the 
capitalist could himself move, say, into Essex, there was nothing 
to prevent his still giving out work in Spitalfields ; but many of 
them managed to give work out in Essex without deserting 

1 Lords' Committee , 1823, p. 124. Thos. Gibson, a manufacturer. 

2 Ribbon Weavers , 1818, p. 44. Evidence of a Spitalfields master. 

3 TJbrds' Second Report on Foreign Trade , 1821, p. 26. It was true only of 
the broad silk manufacture. Lords' Commit tee , 1823, p. 123. 

4 llandloom Weavers, II. 285. Dr. Cunningham (Growth of English Industry 
and Commerce, 1912, II., 519, n.) says “the Essex district . . . fell within the 
Spitalfields Act.” I find no evidence of this. 
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London, “of course conducting ” their country businesses “under 
other names.” 1 There were some convictions for this breach of 
the Act, but not enough or decisive enough to stop the practice . 2 

No doubt this country competition made some employers, 
during the second decade of the nineteenth century, increasingly 
impatient of the Acts. Their impatience was stimulated by rapid 
changes of fashion, especially the introduction of new French 
fabrics after the peace, and the difficulty c? creating or adjusting 
legal piece-rates in time to catch or retain new lines of trade. 
One result of this was that piece-rates for many new fabrics were 
made between individuals without any legal decision at all ; 3 but 
this, of course, was a risky proceeding so long as the Acts were 
alive. There had been some negotiations for a collective bargain 
dealing with various new classes of goods in 1814, but they fell 
through, and most of the fabrics remained unregulated. 4 Another 
result was that the country manufacturers, having got a footing 
in a new line of business, often could not be ousted. The bom- 
bazine trade, for instance, had for some time been established at 
Norwich ; quite naturally, for bombazines had a worsted warp and 
so were as appropriate to Norfolk as to Spitalfields. London men, 
finding their business slipping away, tried hi 1816 to get the bom- 
bazine piece-rates reduced. They failed, and within a few years 
the trade had left London altogether. 5 . 

It is significant that in the previous year an old unofficial 
“book” of piece-rates, resembling the Spitalfields books of the 
days before the Act, broke down at Macclesfield under the pres- 
sure of Manchester competition. 6 Those London masters who 
knew about this, and whose businesses lay open to country rivals, 
would naturally argue towards the abolition of the Acts, the more 
so as Parliament had just repealed the wage-fixing clauses of the 
Elizabethan Labour Code. 

But the men, in London and out of it, together with far more 
masters than one might expect, clung to “the method of legal 
enactment.” They even managed to convince a Committee of 
the Commons. In 1818 the weavers of Coventry, whose special 

1 J. JBaUance, a master, before the Lords' Committee, 1823, p. 105. 

2 Ibid., *pp. 166-7. Evidence #f Ambrose Moore. A leading master, Stephen 
Wilson, said it was “not fair” to press him* to give information on this matter, 
p. 157. 

a Thos. Gibson, master. Lords' Committee, 1823, pp. 129, 144. 

4 Stephen Wilson, ibid., p. 171. • 

4 Stephen Wilson, ibid., p. 170. Wilson made bombazines himself, and so 
was not unbiassed; there is no doufet that they did leave London, but whether 
this was all due to the piece-rates or not one cannot definitely say. 

* Ibid., p. 197. 

T T 9 
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troubles do not concern us, sought salvation in an extension of 
the S|>italfields Acts to their trade. And the Committee to vjhich 
their petitions were referred reported that this was desirable, at 
least as an experiment “for a period of a few years.” 1 This 
recommendation was no doubt in great part due to the strong 
support of the Act at this f ime by the rank and file of the Spital- 
fields manufacturers proper. Nearly ninety employers signed a 
petition in its favour. 2 It prevented disputes, they said. Men 
could not drive wages up unduly in good times, nor masters drive 
them down unduly in bad. Clever men were not discouraged, as 
was often asserted, for they worked faster than fools. The poor 
rates were kept down. The district lived “in a state of quietude 
and repose.” Weavers in London were not overpaid, and the best 
cure for the undoubted difficulties of the trade was the extension 
of the Silk Acts to the country at large. One of the signatories 
of this petition pointed out that disputes and hostility to the Acts 
were due mainly to the fact that some masters were not them- 
selves operative weavers. 3 Here the cleavage of opinion between 
large and small masters is very apparent. The fact was that the 
big men in the silk industry, who were fast becoming hostile to 
the Acts, were often City men, not Spitallields men. They were 
the capitalists whose eyes saw beyond the old local manufacture 
of fine, plain, broad srlks and beyond the old modest profits, 
“quietude and repose.” They sold goods and bought silk in a 
wholesale way, whereas the majority of these signatories were 
“wholly unknown” to a leading silk broker, because most of them 
were in too small a way of business to buy so much as a whole 
bale of raw silk. 4 The small men thought in Spitalfields terms, 
clung to the Acts as the bulwark of their district against pauper- 
ism, 6 and — being mainly in the staple trade — did not worry much 
about outside competition. The big men, who made experiments 
and had knowledge of the new commercial and industrial world, 
thought the Acts a relic of barbarism, an interference with capital 
and political economy, and a nursery of combination. 

For combination was now reckoned a horrid thing, whereas in 
the eighteenth century, combination, at least among the Spital- 
fields weavers, had evidently been takeq for granted by all parties. 
The Acts encouraged a “spirit of combination,” Stephen Wilson 
told the Committee of 1818, as a strong point against them. To 
back his statement he put in evidence a set of rules “ To be observed 

1 Ribbon Weavers' Report. 2 Ibid., p. 196. 

3 Ibid., p. 180. 

1 E. Durant before the Lords' Committee , 1823, p. 202. 

3 There is a great deal of evidence on this point in the various inquiries. 
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by a few friends called the Good Intent .” Article 3 of these 
rulej provided for out-of-work pay to a man refused work “that 
demands his legal price.” 1 Another master, one Ambrose Moore, 
said “it was notorious ” 2 that the men had a permanent paid 
committee. ^ He apprehended there was constantly a com- 
mittee. They indeed absolutely levied taxes on all weavers 
residing in Spitalfields.” The weavers, the Combination Laws 
being still unrepealed, were rather evasive, about this committee. 
Their subscription, called “the penny ticket,” was entirely 
optional, they said. They needed money to protect the Act. 
They never struck. “There was no committee at all in existence.” 
Well, “there were a few men who received the money what were 
called the Finance.” Its case of dispute they (lid appoint “what 
you might call a commit tee, if you thought fit.’ Yes, “there was a 
secretary to the trade.” 3 A manufacturer favourable to the men, 
who had himself risen from the ranks, declared that “for such a 
thing as a standing committee there is no such thing, nor has 
been one for thirty-four years; they are made choice of for a 
temporary time, and as soon as the business is over . . . they are 
discharged, and a new set of people are chosen.” 4 From all of 
which it is pretty clear that there was a managing group among 
the weavers, “which you might call a committee if you thought 
fit. Anyhow, there was “the Finance,” who perhaps were paid. 

ft was not, however, suggested that the silk weavers as a class 
were revolutionaries or enemies of order. In later years those 
who had known them in the days of their prosperity testified freely 
to their social virtues and their intellectual vigour. “It may 
appear strange,” said Mr. Edward Church, who had resided as a 
solicitor in Spital Square for thirty years, from 1810 to 1840, “it 
may appear strange, but I believe the origin of many of our most 
flourishing societies may be traced to Spitalfields. The Spital- 
fields Mathematical Society is second in point o'f time to the 
Loyal Society, and still exists. There was an Historical Society 
which was merged in the Mathematical Society. There was a 
Floricultural Society, very numerously attended, but now extinct. 
The weavers were almost the only botanists of their day in the 
Metropolis. . . . There.was an Entomological Society, and they 
were the first entomologists in the Kingdom. The society is gone. 
They had a Eecitation Society for Shakespearean readings. They 
had a Musical Society. . . . There was a Columbarian Society. 

1 Ribbon Weavers' Report, p. 59. 

2 Ibid., p. 158. 

8 Ibid. Evidence of John Baker, a weaver, p. 195. 

4 Ibid. Evidence of Mr. Buckeridge, p. 189. 
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. . . They were great bird-fanciers and breeders of canaries, many 
of whom now cheer their quiet hours when at the loom.,. . . 
Many of the houses in Spitalfields had porticos, with seats at their 
doors, where the weavers might be seen on summer evenings 
enjoying their pipes. The porticos have given way to improve- 
ments in the pavements/* 1 and so on. Without accepting every 
touch from this amiable Pickwickian laudator temporis acti, one 
does get an attractive impression. One must not forget the 
“person of the name of Clark/* pelted to death in a pond; but 
that was before Mr. Church’s day, even before the Act. And 
England had civilised a good deal between 1770 and 1818. No 
one in 1818 accused the weavers of rioting, only of combining. 

Not all those who criticised the Acts in 1818 were hostile to 
any and every form of official regulation. Thomas Gibson, for 
instance, put forward the suggestion that only what he called 
the penal part of the law should be abolished. If master and 
man found it to their interest to diverge from official rates otie 
way or the other, they should be free to do so without risk of 
punishment, official rates only coming into operation when the 
parties could not agree. 2 Gibson was not biassed, for his criticism 
of the Acts on the technical side was trenchant. The Justices, 
being ignorant of the business, had merely recorded trade agree- 
ments, and could not really interpret them in case of dispute, 
or do anything effective when no agreement was reached. As 
things were, it was no defence in the Courts for the weaver to 
testify that he had agreed to a non-legal rate ; so special agree- 
ments for special fabrics were ruled out, so far, he might have 
added, as the Acts were really operative. It was impossible to 
reward exceptional men. It was difficult to give wx>rl^ to the 
aged and infirm, or to give work at low rales to keep men em- 
ployed in slack times. (One recognises the familiar criticism of 
Trade Union 4 rates in later years.) Finally, the technical basis 
of the piece-rates in the book was all wrong : they were based on 
the number of shoots per inch, whereas the quality of the silk 
\^as really far more important. Another witness, Stephen Wil- 
son, 3 a thoroughgoing enemy of the Acts, pointed out how they 
hindered mechanical improvement. Masters had to pay the 
same rates whether labour-saving appliances were used or not. 
This “the magistrates affixed in p. 10 of their book of prices.” 
So, of course, labour was not saved. Such a law in the cotton 
trade, said Wilson, would have ruined Arkwright. 

1 Handloom Weavers , II., 216. 

3 Ribbon Weavers , p. 141 sgq. 

* Ribbon Weavers, p. 51 sqq 
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Some^of these criticisms were clearly valid; but there were 
thoge who thought that many of them might have been obviated 
had the masters shown more willingness to meet the men and 
bring “the book” up to date. One of tne stock complaints 
against the Acts was that their rigid rates were driving trade out 
of London, which was no doubt to some extent the case. “They 
had driven away crape, gauze, bandanna handkerchiefs, and bom- 
bazine in turn,” said Stephen Wilson. 3andannas had gone to 
Macclesfield, bombazines to Kidderminster and Norwich, crapes 
and gauzes into Essex and elsewhere. Three years later he added 
to his schedule of lost fabrics “all small fancy works.” 1 This 
loss of fabrics became the regular epitaph on the Acts after their 
decease. “It has never been disputed,” wrote the ingenious 
Dionysius Lardner, LL.D., in his Cabinet Cyclopcedia. 2 But it 
was pointed out to the Lords in 1823 that this was no necessary 
consequence of the Acts themselves, but only of an unwilling- 
ness to work them. “I submit,” said a certain John Ballance, 
“that the . . . Act would have been a perfect nullity, abstract- 
edly speaking, if this book of prices had been, which it might have 
been, revised by both masters and men; so that the schedules 
adopted at Manchester and Macclesfield might have been a founda- 
tion upon’wduch the revision might have proceeded, the Act 
authorising such a revision. I have never found any unwilling- 
ness in the men to meet the masters, but the reverse.” 3 Of 
course, if they had met oftener in these years revision might have 
failed, as it did in 1814 ; but there is a good deal of evidence which 
suggests that the big masters were determined not to bargain 
collectively in any event. 

Nothing came of the recommendation of 1818. Three years 
later the Acts were again under discussion when a Committee 
of the Lords was. examining the silk trade. As the matter in hand 
was one of tariffs, small folk were not consulted. The report 
denounced the Acts, especially that part of them which prevented 
a master from employing “in what part of the country he thought 
most advantageous any portion of his capital.” Their Lordships 
were of opinion that the Acts tended to banish trade from Spital- 
fields.* 4 The end was npw drawing near. 

On May 9th, 1823, a petition, against the Acts was presented 
to the House of Commons. The petitioners, Spitalfields manu- 

1 Lords’ Report on Foreign Trade y 1821, p. 40. • 

a Lardner’ s Cabinet Cyclopcedia. Silk Manufacture , 1831, p. 79. 

* Lords’ Committee , 1823, p. 59, _ 

4 Lords’ Second Report on Foreign Trade (Silk and Wine) f 1821, VII. f 
421, p. 6. 
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facturers, stated that the silk-working population in London was 
declining ; that fancy silk goods in imitation of the French $ould 
not be made there ; that they who lived there might not employ 
country weavers; that some of the Justices* rules as to fabrics 
were vexatious and ignorant ; that improvements in machinery 
were hindered — that, in short, they were losing trade every day. 1 
On hearing this, David Eicardo “could not help expressing his 
astonishment ” that the Acts were still on the Statute Book. 
Wallace thought they disgraced it, and Huskisson concurred. 
He had long had his eye on them, he said, “but wished to con- 
vince the manufacturers first of the necessity of an alteration,*’ 
which suggests some preliminary work with a view to conversions 
among manufacturers — work whose records have escaped us. 
Three days later he rejected a suggestion that a committee should 
inquire into the Acts. It was superfluous, he believed. On the 
21st there came a petition in favour of the Acts from weavers at 
Sudbury. This drew Eicardo again. He thought “that this 
petition, coming from a district which was free and praying that 
a restriction might be continued in another district,” was a most 
powerful argument against the Acts. Perhaps he was right. 
Perhaps, as he implied, the Sudbury weavers did want to draw 
trade from Spitalfields by underbidding it. But it is at least as 
likely that they feared, wisely or unwisely, for their own standard 
rate, which, it wdll be recalled, was by custom two-thirds that 
of Spitalfields. Bicardo’s intervention led to a short debate, in 
which a few 7 speakers pleaded for delay. 

On June 9th Fow^ell Buxton, disclaiming all expert knowledge 
of political economy to w T hich Eicardo had' appealed, stating even 
that Dr. Smith had corrected his predecessors, and Mr. Eicardo 
had convinced him (Fowell Buxton) that Dr. Smith sometimes 
nodded, and that there might arise a man to correct Mr. Eicardo — 
Fowell Buxton took his stand on the facts, Sir. Spitalfields men 
were paid better than Coventry men. They said they would be 
ruined, and they ought to know. To which Ricardo retorted that 
if the Acts were so good as all that, why, they ought to be applied 
to every trade indiscriminately. But in spite of this clincher, the 
motion for a committee was only rejected by 68 to 60. Two days 
later the third reading of Huskisson* s short Bill “to repeal four 
Acts of his late Majesty relating to the wages of persons employed 
in the manufacture of silk and of silk mixed with other materials ” 
went through by 53 to 40. One of the minority pointed out that- 
“the committee on the silk trade in the Lords, so far from recom- 


1 Hansard , IX., 143 sqrj. 
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mending the repeal of the existing laws, recommended an exten- 
sion qf them,” but this did not save the four Acts of George the 
Third. Nor is it quite clear to what committee of the Lords he 
referred. 

The Lords had been bombarded with petitions against 
Huskisson’s BilL The weavers petitioned, of course. So did the 
local Overseers of the Poor and some of the.. masters. 1 Their peti- 
tions were referred to a committee, whose evidence — there was no 
report — is the last and best and least known account oi the Acts 
and their working. 2 The very first witness, William Hale, a sup- 
porter of the Acts, 3 who had known the trade for forty years, made 
it clear why Huskisson and his backers had found the times ripe 
for repeal. Hale allowed that the trade had grown more in the 
country than in London, but, while admitting that the fancy trade 
had declined, claimed that London had many more looms than in 
his early days — this no later witness denied — and that trade had 
never been better than in September, 1822. There had, however, 
been definitely bad trade for nine months since. Obviously such 
a. short period fluctuation could not be due primarily to a long 
IK'riod cause like the Acts. But bad trade made men ready, as it 
always does, to try alleged cures, quack or otherwise. One 
witness had only become a convert to repeal since the autumn of 
1822, and no less than twenty-three of those who had signed the 
petition in support of the Acts in 1818 now prayed for repeal. 4 

Besides bad trade, there had been further trouble with the 
men, at any rate in the fancy business, since 1818. In 1819 the 
masters had tried to get the piece-rates cut down for an aiticle 
called “Florets” in order to assist competition with outside 
districts. They met the men, but failed to convince the Justices. 
Their spokesman, Stephen Wilson, had declared that after this 
he would never go inlo court again. 5 Hale, who as a plain 
master had not been concerned in this award, had made an 
attempt, some time between 1819 and 1828, to bring the parties 
together. He himself had always found the journeymen, “after a 
little talking to, very tractable.” He approached the masters, but 
“from most of them the answers were : ‘ Wo will never meet the 
journeymen again ; wc thijik that we should do away with the Bill 


1 Lords' Journal , LV., 782 sqq. 

2 There is a very full account, of which some use has been made above in 
Part II. of the Assistant Commissioners’ Reports on Handloom Weavers, IB40, 
but much of its best material comes from the evidence taken in 1823. I have 
never seen this evidence quoted in any other place 

* And author of A Defence of ‘the. Spitalfir.lds Acts, 1824. 

4 Lords' Committee, 1823, p. 204, p. HI. 

* Wilson’s evidence, p. 171. 
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entirely ; we think that the disposition of the Government is with 
us, and that the eyes of the country are open to better principles 
of political economy, and that we shall be able to accomplish the 
repeal of the Spitalfields Acts altogether. ’ ” 1 Hale was in a con- 
siderable way of business ; he employed from three to four hundred 
looms; but, as he admitted, there was far more capital on the 
repealers’ side than on his. So that when his last attempt to 
make the Acts work had failed he was not very hopeful. 

One last decision under the Acts was made within a year or 
two of repeal. “Narrow ” goods, such things as ribbons, trim- 
mings, and galloons, had never been the subject of an award. They 
were not a large business in London, so no special grievance had 
arisen. Tn 1821 or 1822 2 * the masters agreed to regulation; com- 
mittees met and orders were made by the Justices, to the great 
satisfaction of the men. This case suggests that goodwill on the 
part of the masters might have settled the “fancies” difficulty. 
But the big masters meant the Acts to go, as we have seen. They 
disliked the collective bargain. With more reason they disliked 
the rather wooden decisions of the Justices on technical points — 
widths and counts and numbers of shoots per inch. 8 Those of 
them who saw farthest were concerned most about the question 
of mechanical improvements. Stephen Wilson put in evidence a 
long list of mechanical devices known in different parts of the 
country, but never used in Spitalfields. He spoke with enthusiasm 
of a French loom — his descriptions suggest a Jacquard loom — 
which he had introduced, but which could with difficulty be fitted 
into the Spitalfields scheme of things. 4 Probably on this point he 
was right. Perhaps the men might have been induced to accept 
special rates when time-saving appliances were used, had the 
masters condescended to go into the matter with them ; but the 
experience of to-day, after a century of the machine age, hardly 
suggests that, in its infancy, all the goodwill in the world would 
have sufficed in dealing with workpeople entrenched behind an 
Act of Parliament and supported by Justices who seem to have 
been as a rule friendly to the men’s cause and always unfamiliar 
with technical considerations. 

The Lords listened to all this conflicting evidence and had it 
printed. 6 More petitions came in against Huskisson’s Bill; one 
from the Essex area, which was backed by certain of the clergy 


1 Hale’s evidence, pp. 25-9. 

a The accounts vary. Ed. Jones, p. 37, and T. Holt (a weaver), pp. 94-8. 

8 John Ballance, a “plain” master, who apparently found the rules too 
wooden even in his branch, p. 128. 

4 P. 173 sqq. * June, 1823. 
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and gentry ; others from Coventry, Nuneaton, and Macclesfield, 
whosp weavers were concerned for the principle of the standard 
rate. But the Bill got its third reading without much discussion 
and with no amendments in principle. It did not become an Act 
that year, however. Reintroduced in its amended form in May 
of 1824, it went rapidly through all stages in both Houses, in spite 
of yet more petitions, and received the Royal Assent in June. 

It is no doubt conceivable, had a score of things not happened 
before 1824 which actually did happen, that the Spitalf eld' 1 rules, 
modified, might have become part of a national system for ensuring 
industrial peace. Speculation on such a matter Is idle. As things 
were Ricardo’s argument was decisive. You could not have one 
locality, or even one whole industry, controlled in this way and 
all others left to free and open competition. There was not 
governmental machinery or administrative ability available to 
regulate all industries, even — a large assumption — had such regu- 
lation been desirable. So Spitalfields was left to the laws of 
political economy as understood by Ricardo, and the history of the 
Acts remains a cyrious and untimely record of the difficulties 
which beset trade agreements, wage boards, and compulsory arbi- 
trators in times of rapid economic change. 


J. H. Clapham 



RE VIEW- ARTICLES 

The Report on Food Prices. 

Interim Report, on Meat, Milk, and Bacon, of the Committee 
appointed by the Board of Trade to investigate the principal 
causes which hare led to the increase of prices since the 
beginning of the War. (Cd. 8358. Pp. 20. 2 ^d.) 

When Governments have failed to fulfil their primary func- 
tion of preserving peace among the human race, and their sub- 
jects are involved in a sanguinary struggle, they cannot raise all 
the money they want by taxation, and they arc afraid to raise 
even as much as they can by that method, because they know 
it would diminish warlike enthusiasm. So they borrow every 
penny they can at home and abroad on the security of the 
yield of future taxation and rake in as mugh as is possible by the 
issue of paper. Securing in this way an enormous amount of 
“money,” they proceed to spend it in paying for warlike labour 
and commodities at a far more rapid rate than individuals in 
normal circumstances would have spent ‘it, whether in luxurious 
living or in new investments. 

Of course, to some very considerable extent, the more rapid 
spending fends to increase activity; the unemployed diminish 
or disappear, old men are kept on or return to the work from 
which they have retired, boys are dragged away from reluctant 
school authorities, prejudices against the employment of women 
are swallowed by the most pronounced misogynists, and under 
the stimulus of overtime- wages a certain amount of extra work 
is done. The more rapid spending has, in fact, as more rapid 
spending always does, produced' a boom. But, again as 'usual, 
the increased rapidity of production does not come up to the 
increased rapidity of spending — and where the borrowing is 
enormous, it does not come nearly up to it. The Governments 
think they must have the services and commodities at whatever 
cost, and to hurry up the supply they offer higher prices : it 
makes no difference whether they are buying in an ordinary 
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market or whether they are bargaining with their subjects for 
the smooth working of a compulsory system — whether, for ex- 
ample* they are buying beef for their armies or paying allow- 
ances to the wives of conscripts. The inevit \ble effect is a rise 
in the prices of the commodities and services which the Govern- 
ments demand and of those which are demanded by the private 
individuals whose money-means have been increased by the 
Governmental demand. 

This means a rise so widespread that to ordinary apprehension 
it appears universal. It is true that ihe non-Governmental 
demand for new houses, new factories, new railways, and such- 
like things in which the savings of society are commonly 
“invested” is diminished almost to nothing b\ the diversion of 
savings from ordinary investment into Government loans, but 
the materials ordinarily used for these things and the labour 
ordinarily used in putting the materials together are for the most 
part nearly what is required for making munitions, so that their 
price does not fall, but rises. The rise, in fact, spreads over 
almost the whole field of durable goods. At the same time, that 
great and important part of perishable goods which we inaccur- 
ately call the “necessaries of life 55 also rises in price. In part 
this is due to the direct demand of the Governments for food 
and clothing foi their armies : of course,, the men in the armies 
were fed when they were civilians, but probably not on the whole 
so well, and certainly much less wastefully, than they are as 
soldiers. In part it is due to greater demand from the civilian 
remainder of the people. This arises from the fact that war 
requires so much simple “man-power” — physical strength 
coupled with epurage and just so much mental ability as is 
necessary for the acquisition of rank-and-file skill — that the earn- 
ipgs of ihe low T est classes of labour are raised, both absolutely 
and in comparison with those of the higher classes. Moreover, 
army pay and allowances, being flat rates, also tend to increase 
the means of the poorest classes of the jx>pulation compared with 
the rest. Now it is, of course, just these poorest classes who 
ordinarily have less of the “necessaries of life” than they would 
like to have. So, when they get more money, they try to buy 
more of these so-called necessaries, and add their increased demand 
to that of their Governments. 

So it comes about that the war boom, like otliei booms, partly, 
at any rate, and usually, in the end, completely, defeats itself so 
far as the working classes are concerned. They have got more 
money to spend, but in spending it they raise prices against them- 
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selves, and are not as much better off as they expected or even 
are worse off than they were before, and that although they are 
working harder and some of them may be more efficient than 
before. 

They are naturally disappointed : they complain that they are 
being exploited — that “ profiteers ” are “taking advantage of the 
war ” to display a wickedness which is mysteriously kept in check 
in time of peace. Middle-class newspapers see “good, copy.” 
The great majority of the newspaper-reading public is always 
ready to listen to an accusation of scoundrelism against any small 
minority from whom it happens to buy some commodity : A to Y 
join cheerfully in slandering Z, without ever thinking that next 
week it will be Y’s turn to be slandered by A to X, with Z, who 
has now forgiven his favourite newspaper’s aberration in attack- 
ing his trade last week ; and so on, with never a thought of the 
handle given to the hated Socialist. Articles appear explaining 
that there is no shortage of this, that, and the other commodity 
and that the rise of price is due solely to the machinations of 
the “ Ring.” 

Then throughout the belligerent countries, and even in neutral 
countries if the war is a big one, poor, deluded souls cry to their 
Governments for redress. To their Governments! To the very 
persons and organisations "which by their evil disposition have 
brought the war about, or by their incompetence have failed to 
prevent it by the provision of alliances of peaceful Powers against 
disturbers of the peace. 

If the belligerent Governments were both well informed and 
candid they would answer the cry for reduction of prices some- 
what in this fashion : — 

“We are sorry you are suffering, but not at all surprised. It 
always has been so in war, and always will be. If you did not 
want war, you should have elected different persons to youi 
Parliament (or rebelled against your sovereign or the bureau- 
cracy which rules in his name). If you are prepared to stop the 
w,ar on any terms which the other side would be likely to accept, 
you had better say so in large numbers instead of clamouring 
for the imprisonment of the few who do. The war being here, 
we are afraid you must submit to soihe reduction of your con- 
sumption. Can you seriously expect to get as much as you did 
in time of peace? We have taken away millions of able-bodied 
men from producing directly and indirectly the things which you 
eat and wear ; in hundreds of ways we are obstructing the pro- 
duction of those things, so that not more, but less of them is being 
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produced in the world at large, and especially in the belligerent 
countries. Whence are we to get more for you? If you think 
we caft get more for you by compelling the rich to reduce their 
consumption, please remember that the rich are few and that 
their consumption of necessaries per head is very little greater, 
when it is greater at all, than that of artisans, so that no appre- 
ciable addition to the amount available for the mass of the people 
can be got from that quarter. If imports are free from interrup- 
tion by the enemy we may be able to get a httle by persuading 
neutrals to consume less, but we can only do so by offering enough 
to raise prices in the neutral countries so as to cause individuals 
there to buy less. The only comfort we can give you is that 
the high prices are encouraging the production of necessaries all 
the world over, so that probably some increase of production may 
be expected even before the war is over, if it lasts much longer, 
and when it is over there will certainly be a great fall in price. ” 

But it is seldom Governments are both well informed and 
candid, and very often they are neither. Some of them are stupid 
enough to believe more or less in the popular outcry against the 
profiteers and imagine that it is not their own wai, but a sudden 
special and unaccountable access of wickedness on the part of 
speculators and others which has caused tbe trouble. Others, 
more intelligent, only pretend to believe it : they know that 
their young men will readily sacrifice their lives and limbs and 
that their old men will readily sacrifice the lives and limbs of 
their sons and grandsons,, and that their women will readily 
sacrifice the lives and limbs of their husbands, their sons, and 
their brothers in what they believe to be a noble cause, but they 
have a deadly fear — sometimes, but not always, well founded — that 
women and old men will shrink from pinching the stomachs of 
themselves and the young children, so that warlike enthusiasm 
will decay if it once gets about that the association of war with 
abundance to eat, drink, and wear is delusive, and "that there is 
still truth in the old motto of “Peace and plenty.” 

So the general practice of Governments is to ignore the root- 
fact of the situation — the fact thatw r henan overwhelming majority 
of the younger men of a large area are engaged in an attempt 
to kill each other, and some unknown but very large proportion 
of the rest of the people is employed in providing them with the 
tools for doing it, the mass of the population cannot long be main- 
tained as satisfactorily as when nearly the whole of it is engaged 
in the arts of peace. Neither a century and a half of scientific 
economics nor about half as long of Socialist propaganda has 



476 THE ECONOMIC JOURNAL [DEC. 

really 'convinced the populace and the newspapers of any country 
that wealth" is dependent on labour. It is therefore possible for 
Governments to act as if nothing prevented people having as 
much as they want except the prices of the things wanted. 
Either, they say, people must be enabled to offer more money 
or prices must be “kept down.” 

Now giving people more money is quite an effectual way of 
meeting higher prices when it is applied to a limited class or a 
small area in commercial communication with the world outside ; 
it enables the persons who get the increased money-means to 
increase their own consumption at the expense (production being 
for the time limited) of others, and so is a perfectly proper plan 
to adopt in favour of any class whose sufferings are likely in its 
absence to be disproportionately great. But, applied all round, 
or anything near all round, it defeats itself by causing a further 
rise of price ; even if applied widely only within the boundaries 
of a single country, it is exceedingly expensive to the State, 
involving heavy taxation, present or future, unless the State 
prefers bankruptcy. 

Governments therefore fall back on the alternative of “keeping- 
prices down.” The more agile of the stupider among them 
promptly enact maximum prices. This ordinarily diminishes 
supply, and, whether it does so or not, it causes a worse distri- 
bution of what is available than took piece before. Before, if you 
had some money you could buy some quantity, though perhaps 
not as much as you wanted : now T , whether you can buy any at 
all or not depends on whether you get early enough into the queue 
or stand long enough when you have got tin. The inconveniences 
and injustices of this cannot long be tolerated, so far as the more 
necessary articles are concerned, and some system of equal or 
graduated rationing is substituted for it in their case. And as 
these necessaries are not consumed much more largely in an} 
case by the rich than by the mass of the people, the effect on 
the distribution is almost nil, but the Government is now bur- 
dened with an immense task in addition to carrying on the war. 
The more intelligent Governments know that maximum prices 
will not w'ork, and fear the burd.en of the rationing system : 
others, unintelligent, are warned in time by the bad results of 
experiments made by their more active neighbours. So, instead 
of openly enacting maximum prices, they say they are “endeav- 
ouring to keep prices down by various indirect but more effectual 
methods.” They will even venture to buy up large quantities 
of some important product, under the impression that the bar- 
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gaining powers of public administrations are so excellent that 
they will be able to buy cheaper and sell cheaper than the whole- 
sale merchants who ordinarily manage the business ! When these 
and more reasonable methods fail, and prices go on rising, they 
try to gam time and push off responsibility by appointing Com- 
mittees to inquire into the causes of the high prices and to 
suggest remedies for them. 

Such is the origin of the Committee whose interim report is 
now before us ; the appointing Government shows a slight leaning 
towards the light in the last words of the terms of reference, 
which ask the Committee “to investigate the principal causes 
which have led to the increase of prices of commodities of general 
consumption since the beginning of the war, and to recommend 
such steps, if any, with a view to ameliorating the situation as 
appear practicable and expedient, having regard to the necessity 
of maintaining adequate supplies. ” It is something to have this 
admission that the lowering of prices must, after all, be subject 
to the maintenance of adequate (what is adequate?) supplies, 
even though the main problem is still supposed to be the reduc- 
tion of prices. The report is very much what might be expected 
from a Committee having this reference and consisting of the 
usual elements, with perhaps rather more than the usual very 
small percentage of members with any economic training. 

It begins with an examination of the extent of the rise of 
prices in the United Kingdom, without noticing the fact that the 
United Kingdom is only a small locality in the much larger area 
in which the rise has taken place. This fact is, of course, per- 
petually cropping up ate the report proceeds, but much greater 
clearness would have been obtained if it had been put in the 
forefront, and a distinction explicitly drawn between causes 
general to the whole area and causes peculiar to the United King- 
dom. The Committee avoid committing themselves to any 
decision of the question whether rise of wages, conjoined with 
Army allowances and fuller employment and harder and longer 
work, has (or, 4o*be exact, had, in September, 1916) increased 
the aggregate money-means of the working classes of the United 
Kingdom to such an extent that they could buy as much as before 
in spite of the increase of prices, but they do say (I am not sure 
that it would be fair to write “they admit”) that “the evidence 
taken goes to show that there is less total distress in the country 
than in an ordinary year, of peace.” It is only necessary that 
“any practicable method of checking the rise of prices should 
anxiously be considered,” because “certain classes, normally in 
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regular employment, whose earnings have not risen in the same 
proportion as the cost of living — for example, the cotton opera- 
tives and some classes of day-wage workers and labourers — are 
hard pressed by’the rise in prices, and actually have to curtail 
their consumption, even though the pressure of high prices may 
have been mitigated in some cases by the employment of members 
of a family in munition works and by the opening of better-paid 
occupations to women,” and because “many people in receipt of 
small fixed incomes necessarily also feel the pressure ; and it is 
obvious that while the total receipts of families past school age 
may have been greatly increased, a family of the same class in 
which children are within school age may suffer exceptionally.” 
Having thus justified its own existence by saying that after the 
greatest war in history had been going on for two years “some 
classes” of the British population “actually had to curtail” their 
usual consumption, the Committee take in hand the particular 
cases of meat, milk, and bacon. 

With regard to meat, the Committee begin with what seems 
to be a rather curious resort to what candidates for examinations 
in economics call the “ eost-of-produelion theory of value,” 
assuming that a rise in cost of production will affect juices 
immediately, instead of indirectly, through its effect on supply 
or expected supply; at any rate, they seem to exj>ect an imme- 
diate rise in meat prices to result from the increase in the cost 
of feeding and tending cattle in this country, without asking 
whether in fact the supply was being diminished. But this is of 
little importance, as they go on to say that the governing factor 
in the rise of price has been the demantl of the Allied Govern- 
ments for meat for t heir armies. “Not only do the new British 
armies in the field and in home training consume very much more 
per head than was the case in time of peace, but the French and 
Italian Armies also make a new demand on the extra-European 
supply. Consequently, meat prices have risen in neutral coun- 
tries in general as well as among the belligerents of the Entente.” 
(In the Central Empires, they parenthetically Observe, the rise 
has been much greater, presumably meaning to attribute it to 
the same cqjLise — increased army demand.) The Governments 
having taken much more meat for their armies than the indi- 
viduals composing the armies used to consume, there is naturally 
less left for the civilians, who raise the retail price by competing 
for this reduced quantity. The Committee say “it has been 
estimated ” that civilians in the United Kingdom have “latterly” 
been cut down to five-sixths of their previous consumption of beef 
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and mutton, but it is not clearly stated whether the previous 
consumption is the pre-war consumption or that of, say, March, 
191&. It would be more satisfying, too, to know how the excision 
of the new Army J/orn the civilian population has been allowed 
for : mere counting ot heads would be misleading, inasmuch as 
the men in the Army must have eaten more meat than the average 
(of men, women, and children, and even of adult mm alone) 
when they were civilians. leather confusedly, the Committee 
speak of the reduction as “a result, on the one hand, of the 
reduction of the imported supplies and attendant high prices, and, 
on the other hand, of the appeals made by (lie Government to the 
citizens ip general to curtail their use of meat/’ The aggregate 
consumption was limbed by the supply, and came up to that 
limit, so that Government exhortations cannot have kept it down : 
what they did, and were intended to do, was to induce some 
people to buy less than they could afford to buy, so that more of 
the limited tolal was left for others. Of course, in the long run 
voluntaiy abstention of the kind recommended would by its 
effect on price tend to reduce the total supply and consumption, 
but the Committee are dealing with a very short run, in which 
there was no time for any such effect. Voluntary abstention, in 
the circumstances supposed, is quite rightly treated as tending 
to moderate price, but should not be regarded as reducing aggre- 
gate consumption. 

The rise in milk prices is attributed by the Committee partly 
to reduction of supply and partly to increase of demand. The 
supply has been reduced by the increased attractiveness of meat- 
production and also bf cheese-production, and by shortage of 
labour. No attempt is made to estimate the amount of reduction 
which has taken place. The demand has been increased by the 
wants of the hospitals, the margarine-makers, and the tinned- 
milk and milk-chocolate manufacturers: nothing* is said on the 
question whether the increased money-means of the working 
classes has led to increased demand (measured by money offered) 
from the population in general. 

As to bacon, the Committee do not even head a section “Causes 
of Advance,” as they do with meat and milk. They spend some 
time in refuting a grotesque nation, which seems to have obtained 
some currency, that cold storage was (he cause, and get to the 
end of the bacon part of the report without any definite state- 
ment of opinion about the real cause. But they seem soitiewhat 
annoyed with Londoners # for not liking American bacon and 
being willing to pay more for other sorts ; they say public demand 
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is at present mainly for the best cuts, and it is difficult to sell 
hocks and collars, even in poor districts, and they finish with the 
words : “There must have been a great increase in the military 
and other consumption to absorb the supply,” which, so far as 
the United Kingdom is concerned, seems to have increased largely, 
so we may conclude that* they attribute the rise of price to the 
increased money-means of the population. It would seem worth 
while to inquire whether the shortage (to the civilians) of beef 
and mutton may not have Been a contributory cause. 

To discuss, or even to summarise, the eighteen recommendations 
of the Committee is impossible in the space here available : they 
have been given in full by most of the newspapers, and the whole 
report may be bought for 2 \d. The most interesting is, perhaps, 
No. 7. “In disposing of the meat which it purchases for the 
civil population, the Government should im]x>se such conditions, 
not only on wholesale merchants, but also on retailers, as would 
tend to secure the sale of such meat to the ultimate purchasers 
at reasonable prices.” The origin of this is to be looked for 
in paragraph 22 of the report relating to meat. From this it 
appears that Australian meat has been bought by the Govern- 
ment and resold, sale being entrusted to the firms who “formerly 
received the Australian supplies.” These sell it on commission 
and are bound to do so “in the usual manner,” so that “as far 
as possible it shall pass through the usual channels and in the 
usual quantities.” “When supplies run short the distribution 
is pro rata . . . the distributors are held bound to sell only to 
bona fide retailers in the old proportions.” This reminds us of 
the arrangement under which Parliament still distributes sub- 
sidies to local authorities in the proportions which it thought 
right in 1888. We have had two years of unparalleled movement, 
and the Government is apparently distributing Australian meal 
throughout the country as it was distributed before the quarrel 
between national States turned the world upside down. Truly a 
touching tribute from Government to the efficiency of private 
“profiteering” in providing for the wants of the people ! It can 
think of nothing better than “the old proportions”! The Com- 
mittee might have been expected to discover that the old propor- 
tions were probably wrong under the* new conditions, which, 
among other things, include an enormous redistribution of popu- 
lation. But no, they only propose greater rigidity. They want 
the retailer to be bound down as to prices : the inevitable con- 
sequence of which will be that his supply will often “run short” 
of the demand at the maximum price, and he will presumably 
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have to see that his “distribution is pro rata ” among his “old” 
customers. Housekeepers know that something of this kind is 
already said by tradesmen to be in force with regard to sugar, 
coal and coke, and wonder vaguely how a new-comer into a place 
gets served at all, not being an “oldj* customer of any of the 
dealers there. In the tenth century most of our ancestors were 
adscripti glebrc, bound to the land; in the twentieth we are 
becoming adscripti tabernario , bound to our shopkeeper. Truly, 
progress is only gradual ! 

Edwin Cannan 


German and British Agriculiure. 

The Recent Development of German Agriculture. By T. H. 
Middleton, C.B., Assistant-Secretary, Board of Agriculture 
and Fisheries. [Cd. 8305.] (Price 4 d. 1916.) 

This Report, of some forty pages, together with its twenty- 
six pages of appendices, is worth very much more than the groat 
which it costs. The matter and the style are equally to bo 
praised. 

“1. The German farmer,” says the summary (pp. 41-2), “now 
produces about the same weight of cereals and potatoes per acre 
as the British farmer ; but a much greater weight per 100 acres of 
cultivated land. The German produces about the same weight of 
meat and nearly tw T ice as much milk per 100 acres as the British 
farmer. The German feeds from 70 to 75 persons per 100 acres 
of cultivated land, the British farmer feeds from 45 to 50. 

“2. The ascendancy of the German has been gained in the past 
forty years. 

”3. The soil and climate of Germany are less favourable to 
agriculture than those of Britain. 

“4. The actual methods of tillage adopted in the growing of 
corn, potatoes &c., in Britain are not inferior to the methods 
adopted in Germany. The difference in production is chiefly due 
to the' circumstance tlial in Britain more than two-thirds of the 
cultivated land is now in grass, while in Germany less than one- 
third of the cultivated land is in grass. 

“5. . . . German land is mostly tilled by peasant owners. 

British land by tenants.** 

These are hard facts from which there is no getting away, and 
those of us who in the years preceding the war had studied Con- 
tinental agriculture were not unprepared for the adverse compari- 
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son. To what is this tragedy doe? — for tragedy it certainly is, 
even though we have reason to hope that it is temporary. /The 
Report indicates the immediate sources of Germany's superiority 
— land tenure, rural credit, co-operative trading, employment of 
chemical manures, agricultural education, and fiscal policy. Our 
own economic history discloses the origin of England’s compara- 
tive failure. Let us remember what has happened in the past. 

Some four centuries ago a great cry arose in the land against 
the despoiling of tillage by the sheep farmer for the profit of the 
wool merchants. The nation was then asking itself for the first 
time a fundamental question : “Is our land to be for crops and 
men or for beasts and profit ? ” Two centuries later, in the midst 
of the upheaval which accompanied the enclosures and the rapid 
growth of large-scale farming, the question was again asked. But 
this time the grouping was different. It was : “ Is our land to be 
for crops and profit or for men and their miserable little animals 
— geese, fowls, pigs, and the like?” Crops won, and England 
slew Napoleon on the broad acres of Holkham. For the first half 
of the nineteenth century — in fact, right down to 1870 — England 
was the world’s agricultural leader not less in business than in 
technique. Between 1870 and 1010, a period barely the working 
life of a healthy farmer, English agriculture prospered and sadly 
drooped and now (financially) is prospering again. And yet to the 
historian this latter-dav prosperity is hardly more comforting than 
the intermediate decline. For we have not yet grasped the mean- 
ing of the transition in the eighteenth century. When crops pre- 
vailed men took a back seat. Since then we have been measuring 
the value of our land by the hollow tests of rent-paying capacity 
and prize spots. For the man himself and the general average 
and the cluster of life in the village we have taken but little 
thought; until, to-day, many a village is a. tomb amid pasture* 
which to the tourist only are smiling. Nor have we even the 
consolation of knowing that, apart from all question of total 
produce and man-breeding power, our land yields the biggest rents 
and biggest net profits which are commercially possible. For, as 
our rural society is arranged, there are parties in it with interests 
that do not coincide with the tru? interests of English farming 
and of England as a whole. 

First of all, there are the landlords. The only possible 
excuse for landlords is that they shall be untiring pioneers of 
all that is best in agriculture. Speaking without cant, we must 
allow that our landlords fall far short, of this. A large portion 
of our land is held by corporations, of whom the best that 
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can be said is that they are harmless. Another large portion 
is held by smallish owners, whose purse does not permit of long 
views. A still larger part is held by big owners, of whom the 
majority are kindly men, and some fortunate enough to be made 
a credit to their estates by able agents. In strong contrast with 
the landlords of Coke’s time, the centre of their social and finan- 
cial interests is in the towns. In the country they are good 
sportsmen, but the day is now gone by when we can comfort our- 
selves with the belief that large tracts of fertile land were designed 
by Providence for pheasants and foxes. 

Secondly, there are the lawyers. We are sometimes told that 
property in land has not for British farmers that magic so often 
remarked in other countries. If this be so, it is no wonder. What 
must a Canadian think of our attitude towards land registration? 
Who can have any conceivable interest in the perpetuation of our 
methods of buying and selling and holding land, save the lawyers 
who transfer it or tie it up? 

Thirdly, there are the bankers. One of the little tragedies in 
our agricultural history is the decay of ilie Scottish system of cash 
credit based on personal security. Germany, on the other hand, 
lias made it the core of its rural life. What Schulze-Delitzsch 
did for the big farmers, Kaiffeisen did for the small. Every 
ounce of credit-worthiness is extracted, by the co-operative banks 
of rural Germany. In England the country banks have been 
absorbed by the great joint-stock concerns, with their cautious 
London directorate, which prefers the “safer” work of loans to 
the Stock Exchange and advances on German bills. 

Fourthly, there tfice the dealers. As a class, no doubt, they 
are honourable and capable traders, but the promotion of the 
farmers’ interest is not their raison (VfirQ. The co-operative 
society, on the other hand (which is the normal avenue of agricul- 
tural purchase in Germany and Denmark), whjle it leaves the 
farmer free to concentrate on the work of farming at which he 
is a specialist, guarantees him sound stuff at reasonable rates, 
and also educates him in business methods. It lias no interest* 
other than his, and the small man can buy as cheaply as the 
big. . Furthermore, the development in Germany of what the 
French call “industries agrifcoles” — beet factories, dairies, wood 
crafts — in addition to the excellent opportunities which they 
furnish of progress in the more difficult business of co-operative 
selling, has created a great reservoir of summer labour* for the 
fields. 

If we add the British farmer himself as a “fifthly we shall 



484 


THE ECONOMIC JOURNAL 


[DEC. 


seem to be talking in paradox. But the point is this. When one 
man has a thousand acres in a small country like England, 
one other man or several others are kept out of farms. It is 
extremely important, therefore, that the land should be divided 
♦well. No.w there is reason to believe that the typical English 
holding of 300 to 500 acres is often a wasteful unit, too small 
for expert specialised management and too large for cultivation 
by the labour of the cultivator and his family. In Germany 
over 60 per cent, of the cultivated acreage is farmed in holdings 
of 5 to 125 acres, on which female, labour invariably plays a 
big part ; and it is precisely in the products of small-scale 
farming, such as dairy produce, pig-meat and potatoes, that 
Germany has recently gone ahead. Nor 1ms this progress 
been at the expense of the staple products of wheat and 
beef. Sheep-rearing only has declined, and this is the least 
intensive form of agriculture. In a sense, Germany has been 
lucky; for the evolution of the world’s agriculture is directing 
an ever greater acreage in the old countries to intensive cultiva- 
tions suitable for peasant farming. 

The Report deals in a judicious spirit with the German agricul- 
tural tariff. All that need be said from the English stand- 
point is that the old issue, Free Trade versus Protection, will have 
to be re-examined in the wider light of Imperial Union. National 
protection for English wheat-growers against the countries of the 
new world, including the Dominions, would be a disaster econo- 
mically and politically. 

A more important aspect of the settled policy of German 
agriculture is their thorough system of Agricultural education. 
This is almost as good as that of Denmark. Here again we are 
behind, but not hopelessly behind. At least we have realised the 
necessity of it and begun to teach those who can teach others. 
We can but pray that the terrible toll which is now being taken 
of all that is vital and best in the manhood of England will spare 
a remnant sufficient to hand down the lessons that have been 
learnt. 

C. R. Fay 


A British Trade Bank. 

The Committee appointed to consider. the provision of financial 
facilities for trade, particularly foreign trade, after the war, begin 
their report by drawing a convenient distinction between “bank- 
ing facilities ” and “financial facilities.” The former they would 
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limit to short period credits, such as might properly be given by 
a baiik, consistently with its obligation to its depositors to keep 
their funds liquid. By “financial facilities ” they mean long- 
period credits, such as in this country are usually provided by the 
formation of a syndicate or joint-stock company in which the 
lenders are associated as partners, each having a financial interest 
in the enterprise for which the credit is required commensurate 
with the amount of his stock. 

A careful study of the evidence which, by the way, Cey do 
not publish, leads the Committee to the conclusion that the exist- 
ing financial machinery in this country affords “liberal accom- 
modation to the home producer.” while “in the Far East and in 
many parts of South America British banking facilities do not fall 
short of those of any other nation.” 

The criticism of the Committee is accordingly directed, not 
to the lack of facilities provided by the British joint-stock banks 
on the one hand and the colonial banks, the British-foreign banks, 
and the banking houses on the other, but to the fact that these 
facilities are not sufficiently co-ordinated. The Committee “re- 
cognise also that the British manufacturer may be frequently in 
want of finance of a kind which British joint-stock banks could 
not prudently provide.” They conclude, therefore, by recom- 
mending the formation of “a new bank tqfill the gap between the 
home banks and the colonial and British -foreign hanks and bank- 
ing houses, and to develop facilities not provided by the present 
system.” 

It is proposed that the new bank should be called the “British 
Trade Bank,” to be constituted under Boyal Charter with a capital 
of .£10,0Q0,000. It should issue credits at home and abroad and 
deal in foreign exchanges. “Where desirable, it should co-oper- 
ate with the merchant and manufacturer, and possibly accept risks 
on joint account.” A prominent feature of the ne^y bank would 
be the inauguration of an information bureau. It is also sug- 
gested that it should act as agent for the Government in equip- 
ping likely young men witli the capital required to enable them to 
set up in business for themselves in foreign countries. Finally, 
“it should receive Government assistance.” It is not proposed 
that the Government should supply any portion of the capital or 
control the operations of the new bank, but the Committee con- 
sider it desirable that the institution, “without coming under 
Government control, should receive as much official recognition 
as possible.” 

As regards its operations, negatively, the bank “should endea- 
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vour not to interfere in any business for which existing banks and 
banking houses now provide facilities”; positively, it is “to 
undertake the examination of industrial projects,” which the 
Committee rightly consider would be “a costly business,” and “to 
grant larger and longer credits than have been customary with 
existing banks.” The executive of the bank would consist of a 
chairman and three managing directors, who “would draw good, 
fixed salaries and would be entitled to a substantial share in the 
profits.” 

We need only add that, with one significant exception, the 
Committee are unanimous in their report. 

Assuming that the duration and extent of credit are already 
stretched to the furthest limit compatible with safety and profit 
by competition between the existing banks, it would appear that 
the scope of the new bank would necessarily be confined to a 
class of business which existing banks have discarded as unprofit- 
able or unsafe. The Committee, however, believe that “a bank 
constituted upon the above basis with efficient management, 
should prove a commercial success.” As practical bankers, the 
Committee have no doubt a reason for the faith that is in them, 
but it would have been more convincing to the managers whose 
“good, fixed salaries” are to be supplemented by a share in the 
profit if the grounds of the Committee’s faith had been stated. 
To us the issue appears dubious. It seems more than probable 
that even if in the first instance private money is forthcoming to 
start the new bank it will not be long before the Government 
is called upon for a substantial money grant or guarantee to keep 
it going. 

How t far the German banking system can be made, applicable 
to the conditions prevailing in this country is open to question. 
The history and development of the German credit banks, whim 
the Committee appear to have had specially in view, will be found 
in the voluminous pages of Die dcutschen Grossbanken und Hire 
Konzcntration , by Dr. J. Kiessor, of which an English transla- 
tion was published by the American Monetary Commission (Wash- 
ington : Government Printing Office, 1911). Without going into 
details, it will be sufficient here to point out that the 'essential 
point of difference is that while in fengland there is a line of 
demarcation drawn between industry and finance, banks in Ger- 
many are represented on the boards of the industrial or manufac- 
turing undertakings in which they are financially interested, and 
have a voice in the management of their affairs. This is the logi- 
cal outcome of the adoption by Germany of the policy of List. 
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“Nations,” be says, “must modify* their systems according to 
the measure of their own progress ; in the first stage, adopting 
Free Trade as a means of making advances in agriculture ; in the 
second stage, promoting the growth of manufactures by means of 
commercial restrictions ; and in the last stage, after reaching the 
highest degree of wealtli and power, by gradually reverting to 
Free Trade and unrestricted competition in the home as vvell as 
the foreign markets, so that their agriculturists, manufacturers, 
and merchants may be preserved from indolence and stimulated 
to retain the supremacy they have acquired ” ( The National 
System of Political Economy , p. English translation. Long- 
mans, 1904.) 

In 1870 Germany enl< red on the second stage, and the remark- 
able expansion in her home and foreign trade which followed may 
be cited as a tribute to the success of List’s plan. It does not 
follow, however, that a system from which Germany may have 
derived some advantage — an advantage, by the way, which is 
quickly passing if, indeed, it has not. already passed — in the early 
stage of her rapid ‘industrial development : s equally suited to a 
country so highly developed industrially as Great Britain is to-day. 
If English manufactures are weak, it is, as Professor Shield 
Nicholson somewhere remarks, the weakness not of infancy but 
of old age. Protection will not help them*. With List Protection 
was a temporary device for abridging the transition from the 
second to the third stage of economic progress. That attained, 
and Germany on an equality with England, the ladder is to be 
kicked away and the reign of Free Trade to begin. 

There were signs before the war of an increasing body of 
public oj)inion in Germany in favour of Free Trade and the trend 
of recent legislation has been in that direction. If, as we hope, 
the result of the present conflict is to overthrow the Hohenzollern 
dynasty and to give the German people a voice in the conduct of 
their own affairs, then it is probable that public* opinion will 
become effective aqd a new impetus b.o given to the forces behind 
Free Trade. In that case it would be impossible to maintain the 
present organisation of banking in Germany. We might adopt 
the German system in haste now and repent at leisure when we 
found that they were about to abandon it themselves. The ulti- 
mate superiority of the rival banking systems of Great Britain 
and Germany is still an open question. It will be determined by 
the relative ease and adequacy with which each respective Organ- 
isation adjusts itself to conditions after the war. Until then it 
would be as well to keep our judgment in suspense. The English 
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banking system has its faults, but it has grown, witli our growtli 
and is probably as good as we are fitted for. In any more f scien- 
tific organisation w T e should, at the present stage of commercial 
education, move as uneasily as David in the unproven armour of 
Saul. The general ignorance of economic^ in this country, to give 
only one instance, is deplorable, and until the aim and standard 
of mercantile education is extended and raised it is vain to seek 
for the superior co-ordination of financial facilities, which the 
Committee very properly desiderate, in Government assistance and 
control, or even in any novel form of business organisation. “If 
they think they can conquer the world,” said President Wilson 
in his address (o business men at Long Branch on September 2nd, 
“it is up to them to do it ; nobody is going to assist them, because 
it is a thing in which they cannot be assisted by anything but their 
own brains.” 

Apart from these theoretical objections there is the practical 
difficulty of accommodating a protected organisation to Free Trade 
conditions. The essence of the combination of industry and 
finance in Germany is the absence of competition. The prelimin- 
ary investigation of any great industrial enterprise — and it is for 
great enterprises that combinations are formed — is, as the Com- 
mittee point out, “a costly business,” which, it is assumed, no 
German combination would be willing to undertake if it were 
liable to be deprived at the last moment of the reward of its 
labours by the intervention of some competitor, foreign or native, 
who by the very fact that he has contributed nothing to the 
initial expense is in a position to secure the contract by offering 
more favourable terms. It becomes necessary, therefore, to pro- 
vide against internal competition by means of trusts ami kartels 
and against external competition by means of a tariff. In the 
case of tenders for contracts in foreign countries one German 
institution is -designated as the national unit and is entitled to 
the exclusive* support of its Government. The British tenders , 
on the other hand, is exposed not only to the. competition of the 
Germans, but to the competition of his own countrymen, each 
of whom is entitled to the same diplomatic sup|>ort as himself. 
The advantages on the side of the individual German tenderer- 
are obvious. Whether the German system ensures a balance of 
national advantage over the English system is another matter. 

Upon the whole it seems probable that it holds true in the 
economic as well as in the political sphere, that a nation gets the 
organisation which it deserves, its deserts being the result of the 
stage it has attained in education and economic development. To 
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graft upon the body politic an institution foreign to ilie genius 
of its people is to retard progress by an interference with the 
ordinary course of evolution. The time does not seem to be 
opportune for the creation of a trade bank, such as is proposed. 
It does not seem to us good policy to encourage the export of 
capital from this country when it will be badly wanted to repair 
the waste of war. We are old-fashioned enough to agr?e with 
Adam Smith that the home trade is to bc # preferred to the foreign. 
We would prefer to see the export of capital confined, as at 
present, to the surplus left QVer after the home demand has been 
satisfied, and we distrust any interference with the working of 
the economic law which tends to produce this result. Since gold 
was discovered in the Rand in 1887 it is estimated that 
£180,000,000 of British capital lias been invested in developing 
the gold mines of South Africa. In rubber the amount of British 
capital invested abroad is estimated at £70,000,000. In tea it is 
£80,000,000. There is no reason to believe that this capital, 
most of which has been exported in quite recent years, is any- 
thing other than lire surplus capital left over after our home needs 
have been satisfied. In the absence of further evidence than is 
supplied by the report before us it would appear to be doubtful 
wisdom to exchange the financial and industrial organisation 
which has produced such results for a ne\y form of banking organ- 
isation with the object of stimulating tli$ export of our personal 
and material capital and, pro tanlo , diverting from their natural 
channel the men and money which will never be more urgently 
needed at home than after the .war. 

It is admitted that foreign trade cannot be carried on without 
the expqpt of a certain amount of capital ; so with produce a$d 
goods. But the classical argument goes to show that the 

amount to be exported is best left to the play of natural 

forces. The point to be emphasised is that it is the surplus 

capital and produce, and only the surplus, which can be 

exported with advantage to the country ; to export more than the 
surplus might be * profitable to the exporter, but would not be 
advantageous to the country. The home trade would suffer. Ac- 
cordingly, the policy of the Government should be directed to 
encouraging the efforts arid abstinence of the people so as to make 
the surplus as large as possible while leaving the exporters to 
look after themselves. In caring for their own interests they are 
most likely to serve the interests of the country as a whole. * Why 
is the foreign to be preferred to the domestic trade? Agriculture 
is still our most important industry. If there is to be Govern- 
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ment intervention it is likely to be more usefully employed at the 
present time in increasing the production of food in this country 
than in encouraging the export of food or its equivalent in 
manufactures. 

This obvious truth is sometimes obscured by a mischievous 
practice which has recently become popular of calling things out 
of their names. There is a. fashion in scientific nomenclature of 
importing the terms, and with them the ideas, from the science 
to which they are appropriate to another science to which they 
are foreign and unsuited. Economics has not escaped the pre- 
vailing popular practice. At one time Darwinism was in the 
air and it became the fashion to analyse every economic unit 
in terms of biology as an organism subject to the laws of biologi- 
cal growth. Now, under t lie domination of military ideas, a 
tariff becomes a “tribute” levied by one nation on another; the 
opening up of new business, the “penetration” of its territory; 
the competition of trade, an “economic war.” The result is to 
confuse thought and to obscure the real issues. To analyse the 
structure of society or of men in the mass, with which political 
economy is immediately concerned, as if it were an individual 
animal or plant, or to predicate its growth in the terms of chem- 
istry or biology, is to substitute illustration for argument. And to 
describe the international trade between the individuals of two 
countries as if it were a war between the two countries themselves 
is not even an illustration ; it is a perversion of the facts. The 
truth is that foreign trade is an element in the division of labour 
in which, indeed, individuals mpy suffer loss, sometimes on the 
one side and sometimes on the other, but? from which, in tile long 
run, both countries must gain. Otherwise it would not Jie carried 
on. The result of this division of labour will no doubt be attained 
by whatever name we choose to describe it, but the evil of the 
false terminology is that it tends to make the injury to our com- 
petitor, rather than the advantage to ourselves, the main objec- 
tive of our foreign trade policy. It is a revival of the old mer- 
cantilist fallacy that in foreign trade the gain of one country is 
the loss of another. 

Incidentally, this false conception of the nature of commerce 
destroys the sense of perspective and* leads a country to attach 
an exaggerated importance to its foreign, relatively to its domestic, 
trade. And yet there can be no doubt that the latter is of im- 
measurably greater value to a country than the former. In n 
recent speech at Cincinnati, President Wilson stated that the 
foreign trade of the United States was only equal to four per cent. 
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of the whole. The total amount of! cotton textile maAiufactures 
exported from this country, by far the largest item in our foreign 
trade, is less than the earnings of the railways. There is a natural 
preference in favour of the home trade whicn limits the foreign 
trade to the surplus produce left over after the home demands 
have been satisfied. But this harmonious result is dependent 
upon trade being left to itself. Any interference with what may 
be called natural conditions, any artificial preference, such as the 
grant of superior facilities by a State-aided tiade bank, in favour 
of exporters, would tend to qjsturb the relative values of the home 
and the foreign trade and to diminish the sum of their joint 
advantage to the country. The transfer of capital and labour, 
which are at present distributed by natural laws, from one em- 
ployment' to anothei , from the home to the foreign trade, would 
be an especially dangerous experiment after the war, and for that 
reason the action which the Government may decide to take with 
regard to the formation of the proposed trade bank will be awaited 
with interest and some anxiety. “The great object of the political 
economy of every country is to increase the riches and power of 
that country. It ought, therefore, to give no preference nor 
superior encouragement to the foreign trade of consumption above 
the home trade, nor to the carrying trade above either of the other 
two. It ought neither to force nor to allure into either of those 
two channels a greater share of the capital of the country than 
would naturally flow into them of its own accord. ” (Wealth of 
Nations , Book II., Chap. V.) 

G. S. Addis 


Thu Economics of the War and its Sequel. 

I. Memorandum on the Industrial Situation after the War. 
Privately circulated among employers, representatives of 
labour, and public men of all parties, May-September, 1916, 
now published as revised in the light of criticisms and 
suggestions received. (The Garton Foundation.) (London : 
Harrison and Sons, 1916. Pp. 96. Price Is. net.) 

JI. The Reorganisation pf Industry. Papers by Prof. A. C. 
Pigou, A. Greenwood, B.Se., S. Webb, A. E. Zimmern, 
M.A., with criticisms by well-known Trade Unionists and 
Co-operators. (Oxford : Buskin College, 1916. Pp. 85. 
Price Id. net.) 

III. Labour , Finance , and the War. Being the results of 
inquiries arranged by the section of Economic Science and 
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Statistics of the British (Association for the Advancement of 
Science during the yea*s 1915 and 1916. Edited, with a 
Preface, by A. W. Kihkaldy, M.A., B.Litt., M*.Com. 
(London: Sir Isaac Pitman and Sons, 1916. Pp. v + 344. 
Price 3 s. 6 d. net.) 

• 

Cynical misanthropes say that memorials of the dead, raised 
by subscription, are used by astute promoters in the achievement 
of their own favourite Schemes, for which, armed with a more 
effective weapon than frank advocacy on their merits, they elicit 
or compel support. At this time of' stress, when the “angel of 
death” is “abroad throughout the land,” the analogy may be 
considered awkward. And yet familiar propaganda is not con- 
spicuous by its absence from the present debates on “reconstruc- 
tion.” Undeterred by earlier rebuff, it claims a fresh hearing 
with an air of confidence, and newcomers, equally imperious, 
swell the chorus of dogmatic agitation. We can understand the 
resentment with which some listeners urge entire concentration 
on the work, which is hard enough, of success in the war itself. 
They may err, but their mistake may be excused, when they 
thrust aside the moral pressed upon them. That is drawn from 
the past admitted lack of adequate preparation for .the military 
conflict, and counsels early study, anticipating the peace that 
must eventually arrive, of plans designed to lessen or remove the 
expected perils of the future economic situation. We candidly 
confess that to us, at any rate, few speakers or writers seem 
more gratuitously inept, or more unhappily inspired, at the 
present hour than those who are spreading the belief, with 
which, apparently, they are not wholly displeased, that social 
anarchy and industrial strife must follow or accompany the 
victory for which we hope. Were this sad foreboding justified 
it may be questioned whether wise or loyal patriots would 
approve of it$ loud repetition. But so melancholy a fate can be 
more appropriately reserved as suitable punishment for a 
defeated, bankrupt Germany ; and the enthusiastic rally of the 
constituent sections of the varied population of the British 
Empire to its stout defence suggests a brighter augury for our 
own race. 

The unity of action in a common cause realised so happily 
during these last eventful years promises, we are sure, other 
results. Classes that have fought gallantly in the field, or worked 
with strenuous persistence turning out munitions, side by side are, 
it should be obvious, brought together and not pushed apart in 
the process. Ancient sores, we confidently believe, can be healed 
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instead of being aggravated. Whyjrnay we not expect to see in 
the industrial area a fuller, more spontaneous recognition of their 
respective wants and merits by the employers and employed, 
on who^e discernment, skill, and industry we shall mainly rely 
to repair the waste of wealth caused by military and naval out- 
lay? Nor should we forget the fortunate “paradox” of our 
recent economic history by which a powerful stimulus Las been 
applied to the improvement of organisation, and the introduction 
of the latest, best machinery, the effect of which should continue 
for some time when the immediate present impulse has ceased 
to operate. So colossal a naval, military, and economic struggle 
as that now waged is, of course, in itself a great upheaval. It 
has produced violent dislocation of habits and traditions. In 
many departments of the life of man it can permit the easy, 
swift accomplishment of change previously thought impossible or 
remote; and such transformation may prove eventually to be 
good or bad. Yet we can readily conceive the future yielding as 
complete a disappointment to radical reformers in commercial 
and industrial affairs as it might also upset beyond recovery 
the complacent vis inertia of conservative adherents pf the 
status quo . 

These general reflections are not, we hope, impertinent in a 
review of the particular publications jiow before us. Those 
responsible for the Garton Memorandum adopt, it must be 
admitted, a judicial tone. They aspire, it would seem, to steer 
a middle course between a cheerful and a sombre forecast of the 
future, and they try to distribute with an even hand censure and 
advice to the employing and the wage-earning class. But their 
chief conclusion, at any rate, is not so delicately balanced. Dire 
calamity, we are warned, impends unless the “fundamental 
problem” of improving the relations of employers to employed is 
treated satisfactorily : and the authors do not hide their own 
cordial assent to the solution that henceforth ‘^Labour must 
have a voice in matters” that concern “its special interests.” As 
it stands, indeed*, this broad statement could be generally 
accepted as a truism; its significance consists, we shall discover, 
in its particular practical interpretation. The careful, compre- 
hensive picture drawn in *tlie Memorandum of the various effects 
of the war places in relief some considerations which had not, 
we think, been noted, or at any rate adequately emphasised, 
before. Such are the consequences of the strain of overwork and 
the results of interruption pf industrial education. The distinc- 
tion made between special “emergency” proposals, demanded by 
No. 104. — vol. xxvi. L L 
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the passing circumstance ofl J demobilisation, and the broader 
“constructive” measures devised to meet the subsequent ne?d of 
“industrial efficiency,” of “increased saving,” of “assured 
markets,” and of the more popular and beneficial use of the land, 
commends itself by its appropriateness and by the light it throws 
on the policy to be pursued. But it is noticeable that the menace 
of “industrial unrest ” is, in the main, inferred from the language 
or the acts of representatives of Labour ; and an inclination is 
exhibited by the authors of the paper to choose the less encourag- 
ing of alternative opinions. Nor, we imagine, would they dis- 
own their active advocacy of a scheme which would increase 
the control to be exerted by the workmen over the conditions 
of their work. That is the interpretation they supply of the 
statement quoted previously. While they are not blind to diffi- 
culties in the way they would nevertheless advance with the 
strength they can command this propaganda. 

No dissimilar a charge could, with more effect, be brought 
against the papers read at the Kuskin College Conference held 
in Oxford last July, and the special plan drafted then by Mr. 
Zimmern for applying to the Post Office the general conception 
favoured in, the Garton Memorandum has been, in fact, repro- 
duced in that document. It is given there as a sample, without 
pledging the authors to acquiescence in every detail. We regret 
that it was found impossible to supply less meagre a report of 
the discussions at the Conference. The opening speeches, 
printed, we suppose, verbatim, show that the “well-known Trade 
Unionists ” from whom they came were sensible of the responsi- 
bility born of continuous intercourse with actual fact. They 
had, no doubt, their aspirations, and it would be improper or 
absurd to consider them immune from sympathies acknowledged 
or unconscious. But they were able to inspect the future with 
a remarkable amount of cool detachment ; and it is encouraging 
to note that, Vhile they saw and emphasised some grave anxie- 
ties looming ahead, they did not subscribe to depressing pro- 
phecies current in circles less distinctly representative. Mr. 
Young, of the Engineers, for example, dwelt informingly on the 
inevitable clash of military inclination and administrative 
economy with industrial demands and wise humane precaution 
against unemployment that was likely to occur in the arduous 
process of demobilisation by which the authorities would be con- 
fronted at the peace. But Mr. Shaw, of the Weavers, was' 
buoyant in his reasoned optimism on the auspicious indications 
of prosperous business when the war had ended. He did not 
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think that we should have to “lace the industrial calamities 
whigh so many people seem to fear.” 

The readers of the papers, on the other hand, necessarily 
viewing the situation from the standpoint of outside observers, 
were, nevertheless, with one exception, manifestly bent on the 
energetic advocacy of favourite schemes, and they were drawn, 
not unwillingly perhaps, into the more rarefied, if less contracted, 
atmosphere of speculation. The note, of warning of probable 
commotion was audible throughout their argument ; and in one 
instance a Tapprochcmeni between classes was dismissed in 
language which was forcible, if it was not very elegant, as 
“flummery.” The sympathies of all *he readers with Labour, 
as opposed in the customary antithesis to Capital, erred by excess 
more markedly than by defect. Apart, then, from Professor 
Pigou, they were avowedly propagandist, although distinction 
must, as we shall noi-e, be made between the purpose, scope, and 
likelihood of the reforms conceived and urged respectively by Mr. 
Greenwood, Mr. Zimmern, and Mr. Webb. We musff add that 
the Cambridge Professor's own criterion of the “real wage” of 
pre-war times, to be used as a standard in industrial settlements, 
seems to possess a doubtful title to be considered # a “business 
proposition.” We are afraid that it is more likely to be treated 
as an academic nicety. The extension, however, from Canada 
to England of the idea embodied in the Lemieux Act, of which 
he approves, of bringing the restraining influence of public 
opinion, which must be satisfied beforehand, to bear on would-be 
disputants, promises to be, though less ideally exact, a more 
practicable expedient. / 

The^volume published by the authority of the British Associa- 
tion has continued, under the Presidency at Newcastle of Pro- 
fessor Ivirkaldy, the convenient compilation begun in his 
Recordership of Section F during the first twelve months of war. 
The sequel, like its predecessor laid before the Manchester meet- 
ing and reviewed some time ago in this Journal, has brought 
together valuable material for study. Fresli light is opportunely 
thrown on important points in connection, especially, with the 
work ’of women and with the administration of finance. Nor 
does the book refrain, notably in the discussion of industrial 
unrest, from speculation on the future, though it is chiefly a 
summary of past fact accompanied by the indispensable modicum 
of interpretation. We notice, however, that in the report on 
the second matter mentioned it has been necessary to insert a 
correcting slip subsequently to the original publication. This 

L L 2 
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addendum states that “the Committee as a whole must not be 
regarded as responsible for all the recommendations and opinions 
in the later part of the Report.” We understand, accordingly, 
that Professor Edgeworth and Professor Nicholson reserve their 
judgment on the wisdom of some of the suggestions made for the 
future financing of the v 7 &r and on the accuracy of the forecast 
attempted of the conditions that will prevail when the conflict 
lias been finished. It is , .tempting to infer from this significant 
incident that into the retreat of the committee of a scientific 
society, which would be less exposed ,to the controversial stir of 
advocacy than the Ruskin College Conference, the forceful 
energy of propaganda has intruded. As we have seen, its infec- 
tion in the Garton Memorandum taints the judicial atmosphere 
courted by the authors of that monograph. 

We appreciate the reluctance of the economists named to 
pledge their high repute to all the pronouncements uttered on 
questions of much difficulty and doubt : but here we must be 
content t© cite a single illustration taken from another part of 
the report. It is admittedly a paradoxical, and it is also, as we 
think, s» disputable statement. For it is suggested that the con- 
vertibility of the present Treasury Notes, if brought unmistakably 
to the notice of their users, would make them less disposed than 
in their ignorance they may be at present to exercise the right. It 
would therefore, it is argued, simultaneously arrest the practice, 
now T too widely prevalent, of hoarding gold. In the cogent plea 
for “national and industrial organisation,” put forward from the 
presidential chair by Professor Kirkaldv, in the address reprinted 
in the volume, on “Some Thoughts on Reconstruction after the 
War,” and in Mr. Christopher Tumor's vigorous statement of 
the case for “Land Settlement” as a reform urgently required, 
prophecy and advocacy find an appropriate place. But in the 
collective estimate, ostensibly proceeding from a committee, the 
personal facto! is less readily distinguished and less easily dis- 
counted. As we see, by inadvertence, individual views may gain 
a joint authority to which their title is not fully valid. 

Yet the allurement of conjecture is as powerful as it is subtle; 
and propaganda attracts more often than it repels. The Garton 
Memorandum is, as we have noticed, averse neither to recom- 
mendation nor to forecast. In the first paper of the Ruskin 
College Conference Professor Pigou reaches a conclusion on the 
luture 1 relative position of Capital and Labour by scrupulous- 
balancing of the various influences affecting their demand and 
their supply, which is persuasive if it does not convince. He 
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contends that “when things have] settled down” “we may look 
to see pretty much the same number of people confronted by 
pretty much the same amount of capital.” We are not prepared 
to upset this equipoise, or to set aside the final readjustment, 
which is thus put forward, of the “disorganisation of industry, 
commerce, and finance” discussed by the Professor. Yet it may 
be thought to bear suspicions similarity to the old comfortable 
notion of an economic harmony,” in spite of the ingenious fresh 
reasoning by which it is attained. Nor is the desired goal to be 
secured without the threat or chance of a previous scrimmage. 
The contrary argument is skilfully elaborated, from which it is 
inferred that the period of “transition” from war to peace will 
not be so smoothly or ^o rapidly completed as the earlier passage 
from the normal surroundings of peace to the strange environ- 
ment of war. This contrast, which is also noted in the Garton 
Memorandum, and supported there by reasoning generally 
similar, requires attention, even when we recollect how con- 
spicuously the fears authoritatively expressed on the* industrial 
disturbance that ‘.a European conflict must produce have been 
disappointed. The evident suspicion with which the mechanism, 
blessed by economists and bv statesmen, of Labour Exchanges is 
regarded at the present time by “well-known Trade Unionists” 
is an unfavourable omen Professor. Pigou, however, after 
making these essays at prophecy, ends his treatment of the 
“problems to be faced” with a statement, and not a solution, of 
the final question introduced — that of the proportion of the 
burden of taxation to be laid in future on the wage-earning 
classes. 

]n direct opposition to a non-committal posture is the atti- 
tude of Mr. Sidney Webb, who was responsible for the third of 
the four papers announced to be read. He did not pretend to 
abide by the limits of the subject stated, which, is kept as the 
heading in the published report. For the “Contribution of 
industry to revenue ” a topic furnishing more opportunity for a 
drastic, comprehensive scheme was substituted. Mr. Webb 
described his theme as “how to pay for the war.” His pose, he 
will allow us to observe, is characteristic, and accords with his 
earlier writing and speech. As we should expect, he is troubled 
with no qualms or doubts. He favours none of the “halting 
between two opinions,” which is, proverbially, the besetting sin 
of university professors— -a class to which he nominally' belongs. 
By comparison with the other papers , which show signs of pains- 
taking preparation and long thought, his contribution to the pro- 
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ceedings seems to have bee£i hastily conceived and quickly 
developed into shape. Without injustice, it may be said to lack 
the weight they carry on that account ; and the argument, though 
lively and adroit, is sketchy rather than complete. Indeed, Mr. 
Webb himself referred his audience to the book recently issued 
under the title of his address, which he advises them to" buy and 
read. But the note which he sounds is loudly resonant, and his 
programme of reform, or revolution, is ambitious. The panacea 
for our woes, past, present, and to come, is the extension of 
State enterprise or control. Nationalisation of railways, mines, 
and other ventures will open inexhaustible stores of wealth. 
Once we replace private property by collective ownership, and 
substitute the act of the community for individual enterprise, we 
can infallibly expect? an augmentation of the product, though we 
believe we are not wrong in inferring that, incidentally to this 
wondrous process, levies of considerable magnitude may be taken 
from selected classes. At any rate, they will be asked to “make 
sacrifices.’’ By such “ways and means” the financial onus of 
the war, which is not minimised in the graphic comparisons 
employed by Mr. Webb, will, we understand, be borne wjth ease. 

We will not discuss the initial question of expropriation; but 
it is obvious that this large, simple plan depends for -subsequent 
success on the capacity and the freedom from corruption of the 
bureaucrats who set and keep at work the machinery of adminis- 
tration. Mr. Webb, ancl those who share his sanguine creed, 
seem to anticipate no trouble in maintaining a continuous supply 
of the officers they need, who wjll serve the public faithfully, 
will furnish or command all the knowledge requisite, and will 
possess or secure the indispensable skill, care, and energy. The 
shrewd Kettering Trades Councillor who asked at Oxford 
whether the reader of the paper would advocate the replacement 
of Sir Guy Granet by Mr. Winston Churchill in the administra- 
tion of the nationalised railways could not, w T e surmise, have 
remained wholly satisfied with the answer he at once received. 
He was told that “of course' what you get rid ’of by nationalisa- 
tion is not the general manager, but only the shareholders.” 

We cannot avoid quoting here some significant words used 
recently by Mr. Justice Low, for they Emphasise opportunely a 
serious side of the question which is dismissed or treated lightly 
by many Socialists. In his summing up to the jury of a criminal 
prosecution which concerned the Army Clothing Department the 
judge employed this plain language : — 

It has been shown in the course of this case that here we have a depart- 
ment responsible for the disbursement of many millions of public money, 
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conducted upon methods and principles which would infallibly land any 
business of a private nature in a very slA)rt time in the Court of Bankruptcy. 
. . * We have seen that in the filling-up of forms and initialling and all 
these ceremonies that are dear to tho administrative mind a good deal of 
energy was displayed and a great deal of labour— probably most of it thrown 
away was used, but, as far as I can see, from first to last any notion that 
any sort *of real supervision over the employees of this department was 
required never seems to have oecuired to arfyone.” 

Mr. Webb may affirm, indeed, wEh facile convictior that 
his bureaucrats will be superior to sifeh culpable laohc\ The 
training and the instinct of the present general managers of our 
railways should certainly "prevent the abuses stigmatised by Mr. 
Justice Low. But can we be sure that the difference in the con- 
ditions under which they work now and rhose established by 
Mr. Webb’s new regime would, as we suppose lie may claim, be 
inappreciable or an improvement? Might it noi relax their 
vigilance, sap their energy, or even impair their integrity? Will 
the presumption be realised which is needed to guarantee the 
permanent safety and enduring benefit of such a Socialistic 
policy? That postulates, we should remember, the competence 
and purity of officials entrusted with immense responsibility and 
directed to perform without fear or favour duties whictfwill con- 
cern a great quantity of complex inf crests. An affirmative 
response is a big concession. The supply of men in the quantity 
and of the quality required is not an easy problem to attack : and 
wide experience has proved that in the solution of the pertinent 
cognate question, “Quis custodiet ipsos custodes?” democracy 
has won no indisputable triumph over aristocracy. 

The defects, as tlie virtues, of democratic rule are germane 
to th^ issue raised in the two remaining papers of the Confer- 
ence. The readers, by different methods of approach and through 
a different area of action, aim at an identical objective. That is 
the extension of the democratic principle from political to indus- 
trial life. They wish to see more control belonging to the work- 
men in a business enterprise over the conditions under which 
they work. With the statement* of his policy directed to this 
end, Mr. Greenwood, somewhat discursively perhaps, combines 
remarks upon various changes due to the overpowering pressure 
of the war. But they fere relevant to his subject as it is phrased, 
for he considers “how readjustment may be facilitated after 
the conflict has concluded. He pronounces judgment on the 
transitory or the abiding character of certain results that can be 
traced to the unique disturbance which has upset the liv^s ot 
most of the inhabitants of European lands in tlie last few years, 
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apart from the extension of j its influence to other continents. 
When peace has been restored lie contends that in our own 
country we shall have to deal with a “new industrial economy ” 
governed by forces strengthened or set loose in the peculiar situa- 
tion that has arisen. 

c 

He diverges from his path, it may appear, to assail the fiscal 
policy of Protect ion. His antithesis between “new” channels 
into which this heterodox belief would artificially “divert,” 
and the “normal” course of natural choice from which he 
regards it as beguiling, trade possesses small validity. It is 
only a traditional “begging of the question,” and is slippery reason- 
ing, though it is countenanced by orthodox Free Traders. Signs 
of similar prepossession may be seen in the Garton Memor- 
andum ; but so constrained an attitude towards the province of 
Governments in impelling or restricting manufacturing and 
mercantile activity seems incongruous with warm approval of 
State control in other matters. Professor Kirkaldy in his address 
suggests a more comprehensive and consistent view of “national 
and industrial organisation”; and the full recognition of Trade 
Unions # by the State, the formation of a “National Labour 
Council ” representative of the whole Trade Union movement , 
the authoritative issue of summons to a conference of workmen 
and employers in each separate industry, and the creation of a 
“Ministry of Labour,” which are conspicuous “planks” in Mr. 
Greenwood's “platform,” show that he sets no little value on 
the merits or the possibilities of collective action. 

Mr. Zimmern goes more direcjly to his aim. In his paper 
on “The Control of Industry after the War” he concentrates his 
study on internal management. Conditions, lie declares, must 
be established which will supply the workman with sure guaran- 
tees that his work fulfils a social purpose. From this standpoint 
the now laudqd “scientific management” of American origin 
offers him no more satisfying an ideal than the State ownership 
magnified by Mr. Webb. Adopting the comparison employed 
by Mr. Greenwood, Mr. Zimmern maintains with equal emphasis 
that the glaring contrast now apparent between political 
democracy and industrial aristocracy must be abolished or 
reduced. But he seeks forthwith ' a concrete demonstration of 
the policy by which this object should be sought. Taking the 
Post Office as an example, w'ith the help of the knowledge, based 
upon experience, of Mr. Newlove, he shows in brief outline the 
measures to be introduced to achieve the innovation wished. 
Yet his account leaves us in doubt whether, on the lines laid 
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down, continued efficacy in the ^conduct of a business by a 
capable, keen employer can be compatible with the desired satis- 
faction of the claim of the employed to regulate the conditions 
of their work. It is probable that in the future such demands 
will become more pressing, and the severance of management 
from enterprise is not unreal or impossible. But the dividing 
line is difficult to fix, and its transgression may produce ;exatious 
meddling detrimental to the maintenance and development of an 
undertaking, and injurious on that account to the ultimate, if 
not to the immediate, interests of the employed. The action 
contemplated by Mr. Newlove and by Mr. Zimmern in a 
“ nationalised ” establishment like the Post Office is confined 
within no narrow boundaries, and in more private undertakings 
the aristocracy of lalent or of genius lias played hitherto a lead- 
ing part on the commercial and industrial stage. Statesmen and 
economists, however equally with employers, will, we think, 
be wise to reckon with this movement. The idea receives 
prominent consideration in the Garton Memorandum, awl is also 
favourably considered in the report of I he British Association 
on “industrial unrest.” Although it has an obvious affinity to 
current notions of Guild Socialism and to Syndicalist aspiration, 
it seems to seek a compromise with rearrangement of the existing 
order of business life. 

The classes we have mentioned should be grateful for the help 
given opportunely to their thoughts and acts by the evidence 
massed in the volume issued with the imprimatur of the British 
Association. During the twqjve months which had elapsed 
since the preceding meeting, Committees of the Economic 
Science ^nd Statistics Section, as in the previous year, had been 
collecting and examining a great quantity of information relevant 
to the inquiries in which they were respectively engaged. They 
considered more especially questions raised in the prosecution of 
the war itself, although they also tinned their attention to some 
problems likely to demand resolute and prudent handling when 
the desired peace had at last arrived. 

Here once more, as at the Buskin College Conference and in 
the Gorton Memorandum, it is pressed upon us in the report 
on “industrial unrest” that “new conditions are producing an 
entirely new industrial situation/’ With appropriate emphasis 
we are told that in the future, to meet the huge financial obliga- 
tions which have been incurred, greater productivity will be 
demanded from our leading industries than that attained before 
the war. But we are also informed that the fresh experience 
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gained in the last two yeaj's of exceptional stress has placed 
beyond dispute the feasibility of a large addition to the output 
of our workshops and our factories when an emergency plainly 
recognised dictates the effort. Imperious need has thus asked 
for closer care and for more strenuous and persistent energy 
from employers and employed, and an effective answer in the 
affirmative has, in fact, been returned by both to the request. 
But, unless the continuance of their cordial co-operation can be 
ensured when peace has come, the good results desired will 
cease to be produced. It is probable that reaction from the 
present strain of overwork may, as the Garton Memorandum 
pertinently suggests, occur in any event, but the natural wish 
of the workers for control of the conditions of their work will, 
the Report agrees with the Memorandum in maintaining, exercise 
a potent influence in the matter of abundant and efficient output. 
Its satisfaction, within the limits which are practicable, passes 
therefore from an ideal, more or less remote, to a real need 
of a near future. 

Frank discussion, at any rate, on wage questions in friendly 
conference between the accredited representatives of organised 
bodies of masters and of men is an instrument the worth of 
which has been tested and approved by long and -wide experi- 
ence for mitigating or, avoiding mischievous and wasteful fric- 
tion. The President pf the Section dealt with this important 
subject in his address, and, like the Committee charged with the 
inquiry into “ industrial unrest,” he looks for good results from 
the adoption of the system in many other industries and districts 
besides those where it is now in operation. Nevertheless, con- 
ciliation of this kind, working by such means, has, it gjiould not 
be forgotten, been more usual and more influential in the past, 
in this country at least, than is commonly supposed or stated 
At the present moment, by the regular use of the machinery of 
“industrial J>eace” in a number of important occupations, the 
rapid, easy settlement of minor differences stays or removes the 
threat of more considerable disputes. Officials, deputed per- 
manently or ad hoc by either side, with “joint committees” at 
their back, fit general wage-arrangements to particular local 
needs without the irritation or the cost of strikes or lock-outs. 
Further development, however, may be recommended ; and the 
Committee note that little or no use has yet been made of the 
Industrial Council set up by the Government in 1911. I( rf 
twenty-six members, half of whom were selected to represent 
employers, while the other half were chosen from Labour leaders, 
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were to sit under a Chairman, designated Chief Industrial Com- 
missioner, who was the successful expert mediator, Sir George 
Askvfith . 

But, while openings for pacific settlement may be thus pro- 
vided, along avenues lound to be thoroughfares in practice, 
the presence in both parties of a spirit* ready foi agreement and 
averse to strife, preferring fairness to injustice, and billing to 
hear and consider candid argument, is helpful or is indispensable. 
The reminder is not otiose when, like tfie authors of tne Garton 
Memorandum, the Committee advise employers not to take 
advantage of an augmented output, following on an intenser 
effort by the men, or on their avoidance of loss of time or waste 
of material, to reduce standard rates of pay. Similarly, the 
workmen should feel bound to do their best to maintain the fame 
and increase the product of the business, and il is ceitain that 
4 hey should discard a “ca’ canny ” slackness, which must dash 
with the interests of the customer no less than with those of the 
employer. It is “contrary to public policy.” Tn the iy?t, terse 
language of the Carton Memorandum, '‘increased production, 
increased saving, and increased confidence arc the keys to the 
whole problem” of the future; and, apart from other matters, 
the promise. given by the Government to reinstate Trade Union 
rules cails obviously for tactful negotiation. 

The succeeding Report on the replacement of men by women 
in industry is illuminating. It is longer, entering into fuller 
detail, but it is also more direct and less discursive than the 
report on industrial unrest. # In contradiction of a fashion- 
able impression, it seems that definite substitution of the one 
sex for the other in precisely the same kind of work has been 
limited. Although official figures, published later than those 
available for the Committee, show that about three-quarters of 
a million women, compared with the half million computed 
earlier, were enumerated by employers as replacing *men directly, 
in industrial occupations, distinguished from commercial and 
other walks of life, the number ^as, approximately, only a 
quarter of a million. What appears to have in fact occurred, 
and to have been mainly responsible for the larger use of female 
labour, is a departure from old methods and the adoption of new 
processes. Work has thus been brought within the scope of 
inferior ability and shorter training. A large introduction of 
“automatic” machines has been a noticeable incident* and 
“dilution,” as it is called, is an economy which, in this period 
of stress, meets continually with wider recognition. By these 
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means a reduced quota of skilled men can co-operate effectively 
with a greater number of unskilled women. The former super- 
intend, and are assisted by, the latter. Women have indeed 
proved to be regular time-keepers. They have also shown a 
marked aptitude for “repetition” work, but hitherto they have 
been less satisfactory or successful where natural ability or 
acquired skill was needed. 

In some industries, qr some of their departments, newly con- 
stituted or arranged, they have probably “come to stay.” Their 
earnings, raised greatly by the widened and enhanced demand for 
their services due to the war, may, it is not unlikely, remain 
permanently above their former level. But the problem of 
readjustment when demobilisation lias arrived is less formid- 
able on their account than many uncritical observers have 
imagined. Not a few of them, it seems, will be content, or 
even eager, to go back to their domestic occupations, abandoned 
temporarily for various reasons at this crisis. Some who will 
continue? have not hitherto displayed, except as makeshifts, com- 
petence to replace the skilled men, who will* therefore be rein- 
stated. with advantage. The alterations, moreover, intro- 
duced in modes of work, and the character of the fresh 
mechanical appliances employed, may, it can be conceived, 
permit, through a larger output at a smaller cost, the retention 
of additional female labour compatibly with the readmission* of 
those members of the male sex who are able or desirous to return 
to industrial life. By the light thus thrown on the actual facts 
the Report dissipates much oh the obscurity or doubt that 
surround the whole situation, and it has 4 * rendered opportunely a 
great service to administrators and economists. 

A similar tribute of appreciative gratitude is due to the Com- 
mittee which has investigated the effects of the war on credit , 
currency, and finance. Like the report just noticed, this con- 
tinues and expands the work begun in the first year of the war. 
Nowhere else, we believe, could an account be found of the 
action taken, accompanied by so complete* a survey and so 
extensive and minute an estimate, of the various consequences 
that have ensued. If prophecy of the future, here as elsewhere, 
may be insecure, the record of, the pastes, beyond dispute, highly 
instructive. Some intricate questions have received an answer 
more or less definitive. Some difficulties have disappeared, 
others have diminished in intensity. . 

In the first place a careful examination has been made of 
the increase of banking deposits which, on balance, is consider- 
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able. The character of the different influences at work is 
ident^ied, their respective force is gauged, and their various 
results are distinguished. This alone is an important task to 
have essayed, and the effort is rewarded by noticeable success. 
We see hpw such data may mislead if they are not, as here, 
searchingly inspected and cautiously* interpreted . To this 
informing scrutiny an account succeeds of the part played by the 
Treasury Notes. The difficult, debated, question whether their 
issue, enlarged as it has been since the original emission with- 
out a corresponding increase of the metallic backing, lias, or lias 
not, meant inflation, is impartially and exhaustively discussed. 
The numerous uncertain factors determining the net result are 
frankly stated, and the whole movement of the rise of prices 
which has occurred, and is proceeding, is judicially reviewed. 
Some informing commentary from foreign observers, like M. 
Gride in France and Professors Kinaudi and Loria in Italy, on 
the paper currency, on the course of prices, and on the move- 
ments of the exchanges, has been included in the Report ; and 
the statement of , the last-named economist that, in effect, 
England at the present time has a “non-exportable gold 
standard,” which is nevertheless “depreciated in comparison with 
foreign countries,” may be noticed as specially interesting and 
suggestive. But it is easier to be dogmatic than to be correct 
in this region of discussion. 

No less open to dispute is the topic treated next. It too has 
given rise to much diifcrence of opinion. The Report refers to 
Professor Pigou’s discrimination, in the light of economic theory, 
between the forms of # individual abstention from expenditure 
which w:il bring final benefit and those which, on the contrary, 
will ultimately yield more harm than advantage to the nation 
at large. The nice judgment of the economist on this point 
contrasts with the crude exhortations of Ministers *vho could, if 
they would, enforce their words by the deed of taxation. The 
methods, however, of financing the war practised already by the 
English Government meet with keen attention from the Com- 
mittee. It is difficult, or impossible, to dissent from their opinion 
that in* the case of loans raised within the country the public 
should be induced, or compelled, to lend directly their own 
savings, and that the banks, advancing the required funds to 
them, or employing their deposits for the purpose, should not in 
their stead come to the rescue of a necessitous Chancellor who 
is compelled to meet from. one source or another his want of 
borrowed funds. For the undue extension of “bank credits” is 
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calculated to beget a fictitious feeling of prosperity with the 
possible' or probable, accompaniment, or result, of inflation. 
For this reason Mr. Drummond Fraser’s plea, to which a place 
is given in the Eeport, for continuous borrowing day by day in 
lieu of large spectacular loans, causing evident disturbance of the 
money market, possesses cogency. The Committee, without 
explicit reference to Germahy’s illusive “window-dressing” of 
her debt, drily remark (that by the deft employment of “rota- 
tory” processes of giving and receiving credit the amount of 
loans that may be raised at the ' present day can without 
exaggeration be declared to be almost unlimited, provided that the 
terms of issue and the methods of collection are sufficiently 
attractive. But we doubt whether the variation in the forms of 
borrowing adopted" in this country, on which they comment 
adversely, has not on balance proved to be convenient to lender 
and to borrower, and raised more easily larger sums than would 
have been forthcoming from the alternative simpler plan pro- 
posed in the Report. * 

On the respective merits of loans or taxes, on the particular 
kinds of taxation which should be levied, and on the economic 
conditions that are likely to prevail at once and later when the 
war has been completed and peace secured, the Committee have 
been tempted to mingle prophecy with admonition ; and, as we 
noted, the Report does ‘not command the entire acquiescence of 
all the members in the conclusions reached and the suggestions 
made. But, as a whole, we would repeat, this book is a contri- 
bution of permanent value to the economic literature of the war, 
and the work done by the last Committee is not the least useful 
of its various contents. By contrast with the Gartorf Memor- 
andum and the Ruskin College Conference the Economic Science 
and Statistics Section of the British Association may b§ said In 
“teach ” rather than “preach.” While the members of its Com- 
mittees have not failed to take and show a lively interest in the 
more or less speculative “•reorganisation ” of industry, and of 
other departments of our economic life, which the uncertain 
future may bring, they have placed in the forefront of their 
mission the faithful record and the interpretation, without parti 
pris or “axe to grind,” of incidents belonging to an ascertained 
and accomplished past. They have thus, we believe, chosen the 
better and more useful task ; for the other alternative, though it 
may fascinate, is insecure. It must be largely hypothesis and 
guesswork even at this period of the war. 


L. L. Price 
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The Mystery of the Medieval Draper. 

The History of the Worshipful Company of the Drapers of 

London. Preceded by an Introduction by the Rev. A. H. 

John Son. (Oxford : Clarendon Press. In two volumes. 
Pp. x + 389; xii + 566. 30$. net. 1914, 1915.) 

It may sometimes happen that onq passes from the many 
evidences of war-time in the streets into the calm anc quiet of 
one of the halls of the old City Companies, and, if there be any 
receptiveness to the appeal of imagination, the reflection must 
come how many scenes of national and civic excitement in the 
past have touched these walls and have left them in their repose. 
8o, in great measure, an excursion into the fruits of Mr. 
Johnson’s researches upon the rise and decline of the Drapers’ 
Company brings with it a sense of refreshment as an interlude 
in the strenuous events of the present time. Indeed, a study of 
these volumes might be cordially recommended not only # on their 
intrinsic merits, which are outstanding, but also as a necessary 
intellectual corrective of the false attitude towards time and 
history into which we are almost inevitably forced. When great 
events are in'the making, the measurement of time becomes almost 
microscopic; attention is fixed witli the .utmost intentness upon 
the smallest possible interval in which e.vents, it may be tragic 
or glorious, are being transacted. Or if we turn to the history 
of nations, it is remarkable how historical study is being diverted 
to practical ends, either to afford comfort or warning. As against 
either tendency we hsfve the ample canvas upon which Mr. 
Johnson paints events which extended over a period of more than 
four centuries, and it would be only a perverse ingenuity which 
could extract from his picture any moral of a strategic nature 
or which bore closely upon political events in their broader 
aspects. 

May one say that Mr. Johnson and his publishers have caught 
much of the spirit of the times with which the book is con- 
cerned? There is a sentence at the end of the preface which has 
something of the ring of the Elizabethan age. There the author 
mentions that w T liat he is publishing at present is only an instal- 
ment, and he adds : “How many more volumes may be required 
to complete the work I am not yet in a position to state.” This 
in the spirit of the Adventurers of those times, which regarded 
a large achievement as only a good beginning. Besides the 
satisfying form of the volume, one notes with pleasure the happy 
idea of reproducing the artistic initial letters of the Charters, 
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Ordinances and other documents of the Company as the initial 
letter of*each chapter. Often the work of illuminating or of #t pen- 
mansbip is very fine, and it will be a great gain to the history of 
art to supplement the known work of the monasteries by that of 
those employed upon commercial records. t 

Mr. Johnson’s first volume might be described as the rise of 
the Drapers’ Company. In the second we have the beginning 
of the decline. In the fqrmer there is a substantial introduction, 
which aims at furnishing the historical setting into which the 
activities of the Company were introduced. An account is given 
of the “Communa” of London, which treats intelligently and 
sympathetically recent contributions towards the solution of a par- 
tially unsolved problem. The evolution of city government leads 
to an interesting discussion of the rise of the craft gilds. But it is 
clearly shown that the process was not uniforfti as between gild 
and gild, and there was much friction between victualling and 
non-victualling gilds and also between the handicraft and the 
mercantile gilds. « 

The first chapter is concerned with the London cloth trade 
in the .thirteenth century. Here the point of chief interest is 
the actual position of the drapers in the industry. It has been 
stated (as, for instance, by Professor Unwin) that the drapers’ 
craft grew out of that of. the bureller, and the latter is mentioned 
in connection with this .trade earlier than the former. There is 
some difference of opinion as to what the bureller actually did. 
Thus Professor Ashley describes him as the man who prepared 
yarn for the weaver, whereas Mr. Johnson derives the designation 
from the word “borel,” a coarse kind ctf cloth, which appears 
to have declined in the fourteenth century. The term draper is 
taken from “draperie,” and Pirennc holds that in the twelfth and 
thirteenth centuries the Flemish drapers superintended the whole 
process of making the cloth, but, according to Mr. Johnson, m 
London, while some of the drapers may have done this work, they 
appear rather to have been originally engaged in the sale of cloth, 
chiefly imported. This conclusion is based on' an admirable and 
exhaustive enquiry, in which the author has examined a vast num- 
ber of documents in order to find out the class of transaction in 
which any individual (described as a^ draper or known as such) 
was engaged, beginning at 1275, which is the first occasion upon 
which he has been able to identify a draper. And here one 
must pause to praise the method of exposition. Mr. Johnson has. 
modestly contented himself with giving broad results in the text, 
indicating liis method and contenting himself with illustrative 
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details in the Appendix. Many writers, especially in other coun- 
tries, would have made a great parade of the apparatus of research 
so th&t the narrative would have been interrupted by a 'lengthy 
digression. Rather one prefers the method of giving results and 
leaving the method to the cordial appreciation of fellow-craftsmen. 
To the modern historian more than to \he poet the old maxim- 
a's est celare artem — applies. After all, it is not complimentary 
to the intelligence of readers to explain everything and leave 
nothing to their imagination. * 

Early in the fourteenth century we find some drapers were 
men of considerable substance and able to furnish loans to the 
King. Partly for this reason, partly through interruptions in the 
import of foreign cloth, they were then exporting wool. Mr. 
Johnson thinks that as early as 1312 there wa:, something of the 
nature of a gild, and they themselves claimed that their fraternity 
was founded in 1332, while in 1364 they secured a Charter from 
Edward III., which confirmed them in their monopoly of selling 
cloth. Much information as to the constitution of the gild is 
obtained from the. Ordinances datecl 1371 (printed i., Appendix 
IV.). In this conriection a point of considerable interest emerges. 
Mr. Johnson, following Professor Unwin (i., pp. 18, 19, bote 5), 
thinks the reason craft gilds were connected with religious frater- 
nities was that they gained “the sentimental bond which religion 
gave,” and also religious sanction for 'the oaths of members. 
Without actually disputing this statement, it may be suggested 
that the emphasis is laid in the wrong direction. As far as can 
be learnt, there was an immense number of social gilds established 
on a quasi-religious ba#is, and* one of the most common ordin- 
ances was insistence on the oath of secrecy of the members. But, 
apart from their provident provisions, the majority of these gilds 
had nothing to do with trade. It appears that the true evolution 
is suggested by the ordinances of the Fellowship of our Lady of 
Bethlehem, which eventually became the craft gild and was 
incorporated. According to the ordinances of 1371, it was begun by 
Wm. Tytle and by other good people 'drapers of Cornhill and other 
good men and women , thus showing that the Fellowship at its 
reputed inception (here placed at 1361) did not consist exclusively 
of people of one trade. If the* foundation was in fact earlier (in 
1312 or 1332) it may well have happened that the gild was at 
first purely social. Then gradually, owing to the fact that it 
obtained its meiftbers in a district where many drapers # lived, 
the latter became relatively more numerous, and almost insen- 
sibly it would pass from a social gild to a trade gild. 

No, 104.— vcL, xxvi. 
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During the fifteenth century, despite disputes with the 
merchant taylors and with others who infringed the Company’s 
n^onopoly, the Drapers advanced in importance, as is shown by 
their increased share in the government of the, City, their import- 
ance amongst the Livery Companies, and this is confirmed by 
the evidence of Renters* and Wardens* Accounts, Which are 
printed in Vol. I. But at the beginning of the next century- - 
namely, in 150&-4 — an Act was passed which curtailed the powers 
claimed by this and other Livery Companies, and was, in fact, 
a most important limitation of the privileges of these bodies. 
This measure enacted that Ordinances should be examined by 
specified judges (instead of by the Mayor, who was often a draper), 
and that no gild might restrain its members from appealing to 
the King’s Courts. 

Before leaving the first volume a few specimens of social and 
general interest may be culled from many. One of the Drapers’ 
clerks seems to have been a super-Esperantoist, with a peculiar 
pronunciation. The following are some of his efforts : Yenglce, 
pottashen, chobbs (for ink, Rotation, job — the second seems to 
have been written soon after the event !) We read of a Mayor 
who, oil being elected during troublesome times, developed a 
convenient sickness. Speaking of Mayors recalls a curious custom 
of this Company. It always entertained a new Mayor, but if he 
were not a draper the sufn allowed w r as 10s., whereas if he were a 
draper it was 40s. On one occasion wdien the members w T ent to 
meet the King they were entertained from the Common Purse. 
The cost was 2s. ld>, bread being only 4d. The Company took 
part in many public services, and "contributed money, but, in the 
time of Richard IT., members were frequently defaulters in the 
payment of their contributions. The accounts afford nfany and 
interesting glimpses of the customs and ways of life of the Middle 
Ages. Generally speaking, great political events scarcely seem to 
have disturbecTthe even tenour of the ways of the drapers. Thus, 
during the revolts in the reign of Edward VI., while the Company 
provided men to keep a watch at Aldgate and, others to dig out 
the ditch cut for the defence of the City, elections were held as 
usual, the search for “short yards” continued, and members 
were fined for setting foreigners , to w 4 ork. Like the Vicar of 
Bray, the fraternity was conformable to the orders of those in 
authority regarding religious matters, and attended Mass or a 
Protestant preaching as the powers decreed. When we come to 
the Armada year there is a change. The Livery Companies* 
assisted in the defence of the country, and the records of the 
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Drapers tell us of an audience granted to the Lord Mayor by 
Elizabeth. The Queen made a speech, in which the ipllowing 
graceful compliment is paid to the citizens : — “I thancke them 
all for it . . . and I would be sorrie myne Lnymies should have 
the like subiects, for, I thincke no Prince in Cristendon hath 
the like or can have better.” What follows is characteristic of 
our national temperament, which delights in mingling move than 
a touch of comedy with solemn occasions. The account continues, 
the Mayor “had kneled verie longe and^Ws stiff therewith ,” but 
this did not prevent him from delivering a speech in reply (which 
was certainly not short), evidently prepared beforehand, in the best 
style of Euphues and his England , but one can imagine it would 
not be particularly acceptable to Elizabeth (who was described as 
the Mother of the People, the aged Mayor being one of her 
“children ”), especially when one of his far-fetched metaphors 
might suggest that her hair was not in its original beauty ! Inci- 
dentally, in places the feelings of the members sometimes peep 
through their records. Thus, in the pottery drawn for the* building 
of the Royal Exchange, the Drapers were not very fortunate, and 
they gave only a small gratuity to the clerk of the lottery “in 
reward for that the Company hathe happened unto them.” It is 
curious to read that, when the Master and Wardens were invited to 
dine with the Bishop of London, they took a dish of meat with 
them. In one direction the Drapers seem to have been optimists— 
namely, in the influencing of their womenfolk. In 1518-19 there 
was a dispute between two brethren over the will of their mother- 
in-law, and the Court awarded that the men should take each other 
by the hand as brethren* and “cause their wives, the daughters of 
the testator, to be agreeable and content with the said award.” The 
historian of the Company is perhaps not so hopeful. Commenting 
on a legacy given by Howel to the Fellowship, he says it consti- 
tutes “a warning to would-be benefactors never to Jeave portions 
to marriageable maidens, especially if they be Welsh.” There is 
more than a spice of humour in charging a runaway servant with 
the cost of his own capture. The Wardens’ accounts of 1557-8 
would be a mine of information to Sombart if later on he should 
return to the study of Krieg und Kapitalismus. There we have 
minute details of the cost # of providing the soldiers required from 
the Company. Furnishing out 60“sadd and hable men ” cost 6d. 
and Is. a-piece ; but this did not include uniform or aims. White 
coats of linen with red crosses cost 2s. 2d. each, including material 
and making. Arms for thirty men for the defence of Calais (of 
which full particulars are given) came to £2 2s. for each. 

mm2 
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The history of the Company from 1509 to 1603 reflects the 
ttansitiqu from municipal to Rational organisation, the broadening 
of trade and the growth of charitable activities. At the beginning 
of the period the rise of the entrepreneur, already known, is con- 
firmed by Mr. Johnson’s enquiries. In the cloth trade men own- 
ing capital were directing and organising production, but this 
function was discharged by the clothiers or clothworkers rather 
than by the drapers. The latter bought the cloth and marketed 
it. This involved more perhaps than appears, altogether apart 
from the exercise of the monopoly which the Company claimed. The 
position might be illustrated to some extent by what sometimes 
happens in the handling of the Scottish cottage-made tweeds in 
London at the present day. Some of the webs need to be stretched 
and finished, others require to be pressed. A few may be dyed after 
reaching London. Now these are just the processes that Howel 
was performing’ in 1522, and it has to be remembered that the 
pieces of cloth in the sixteenth century would reach the draper in 
a very much less perfect condition than is the case with modern 
hand-made tweeds, while many of them would be undyed and 
might be exported as such, or occasionally sent to be dyed. Also 
a great number of the webs of the sixteenth century would require 
shearing — that is, the making of an even nap on the cloth. 

The extension of foreign trade led to the more wealthy drapers 
shipping cloth in larger cjuantities and other commodities as well. 
We find some of them becoming members of the Merchant Ad- 
venturers, the Eastland, the Russia, the Spanish and the earliest 
Guinea Companies. This emphasised changes both in the rela- 
tion of the Company to the cloth trade «md also in its internal 
affairs. As regards the former, the more prominent members 
were less dependent on the cloth trade, and this accentuated the 
tendency (which can be traced as beginning in the sixteenth cen- 
tury) for the .Fellowship to be less a craft gild and to become 
more and more a philanthropic and social institution. Thus, even 
three hundred years ago, the trend towards the modern position 
of the body can be discerned.* Within the Company the separation 
of the Livery from the Bachelors— that is, the distinction between 
the wholesale and retail traders— had become established, and the 
government of the society had become Concentrated in the hands 
of the former. Mr. Johnson, however, points out (ii. Appen- 
dix) that at this period the Drapers were not such a close 
corporation as the prevalent opinion suggests. His method, 
however, is not as decisive as might have been hoped. In another 
direction he corrects a serious misinterpretation of the Commission 
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of 1884 in a manner wholly convincing, and he shows that in the 
majority report a considerable injustice was done to the Company. 
In a few directions one would be inclined to qualify or occasionally 
to dissent from some of the conclusions, which-, however, relate 
to wider topics than the main theme. Writing of the year 1562, 
he speaks of a loan made by a member to the Company at 12 
per cent, as being at “a high rate of interest,” but Elizabeth was 
paying that rate at this period, and Maty had paid more. No 
doubt Mr. Johnson has in mind his previous calculation of the 
price paid by the Company $>o redeem some of its lands under the 
Chantry Act of 1547, which works out at 5 per cent. But it is not 
an uncommon phenomenon in the sixteenth and the seventeenth 
centuries for interest to be considerably lower in appearance on 
capital invested in land than in that lent to the Crown. Partly 
this was only so in appearance, for there was the question of fines 
and of increases in the rental, partly, too, the security was con- 
sidered better and certainly was better than a loan made to 
James I. To say that English seamen began to make* raids on 
Spanish commerce in 1572 is to post-date the event by a good many 
years — considerably before that time the men of Devon h^d found 
that the sea power of Spain was “a Colossus stuffed with clouts.” 

Mr. Johnson is to be cordially congratulated upon the success 
and scholarship of his stately volumes. . They are admirable in 
every respect, and it is to be hoped that the successors of the present 
substantial instalment will appear in due course. They will be 
eagerly expected and will be much appreciated by students of 
social conditions in the seventeenth and succeeding centuries. 

W. R. Scott 
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The Evolution of the English Corn Market from the Twelfth to 
the Eighteenth Century. By N. S. B. Gkas. (Harvard 
University Press, 1915. Pp. 479.) 

In an article published in the Quarterly Journal of Economics 
in 1910 the author of the above work pointed out that the corn 
bounty enacted 'after the Revolution in 1689 did not represent 
the triumph of a new Whig policy, but was a concession to the 
Tories, wjro had originated it t in 1673. He would appear to have 
set out from this interesting discovery and to- have worked his 
way back to the Middle Ages. Such a procedure, in itself a 
highly commendable one, would account for the fact that the 
more solid part of the author’s scholarly contribution to the 
subject is to be found in those parts of his work that deal with 
the sixteenth and seventeenth centuries. In studies of this 
period the main clues to the interpretation of economic history 
have been far too often sought in royal or parliamentary policy, 
which has been regarded as the, creative factor in social and 
economic development. Mr. Gras has ‘followed the sounder 
method of regarding policy as a secondary product — a jesultant 
of the interplay of divergent private interests with fiscal interests 
— which does not initiate development and may even have little 
positive effect ypon it ; and he has critically studied the successive 
corn policies ef mediaeval and mercantilist Governments in the 
light of the more positive economic factors, and especially in that 
of the development of the market. 

The two main phases of that development distinguished by 
Mr. Gras are that of the local markets, which began to displace 
the natural economy of the manor in the twelfth century and 
continued to be the dominant feature in the English corn trade 
till the sixteenth century, and that of the metropolitan market, 
which. rose to a position of dominance in the sixteenth and 
seventeenth centuries. In the earlier of these two phases there 
was trade between the localities of a given territorial area {e.g., 
the. Upper Thames area), but not at first between the areas 



DEO., 1916] EVOLUTION OF THE ENGLISH OOEN MARKET 


515 


themselves, so that a continuous % difference can be observed 
between the average prices of the Jeveral areas. As production 
for a distant or foreign market was rare, it was the interest of 
the conrumer that first found expression in nfrunicipal and in 
parliamentary policy through restrictions on the operations of 
middlemen and of exporters. These hindrances to the growth of 
a wider and steadier market were later on gradually set upside by 
a combination of the interests of producers for a distant market 
with the more enlightened interests of consumers, both demand- 
ing freer trade between districts and freedom of exportation in 
good years. The transition was marked by the Corn Laws of 
1394, 1437, 1445, and 1463, but at the close of the middle ages, 
although exportation from the more productive areas with good 
waterways to the Continent had become common in good years, 
internal trade between one area and another was £till exceptional. 

According to the estimates adopted by Mr. Gras, the popula- 
tion of London increased during the sixteenth and seventeenth 
centuries from about fifty thousand to over half a million, or 
from 2 per cent, of the whole population <o nearly 10 per cent. 
Such an unprecedented concentration of urban life made the 
demand of London the dominant factor in the national corn 
trade, but it took time for the sources of supply and the market- 
ing agencies to adapt themselves to it, especially as law and 
regulation continued to restrict the activities of the middleman. 
Throughout the sixteenth century every period of scarcity 
necessitated municipal or State provision, sometimes by foreign 
importation. During the first* half of the seventeenth century 
the national supply was brought into normal relations with 
metropolitan demand through adequate marketing agencies. 
After the Restoration London became the depot of a consider- 
able export trade. 

In determining the significance and the efficacy # of the various 
measures of State policy during this period, Mr. Gras is able to 
substantiate his conclusions by an .extensive body of statistics 
relating to the import and export of corn in the leading ports of 
the kingdom. His view is that the statutory policy of the Tudor 
period,* though interesting as a register of public opinion, has 
been taken too seriously, and had little practical effect, since it 
could be set aside by administrative action and the grant of 
licences. He considers also that the effect of Government regu- 
lations in times of abnormal scarcity was to hinder transporta- 
tion, to penalise the middleman, and therefore to exaggerate the 
prevailing stringency. The normal and really operative aspect 
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of Tudor corn policy lay in administrative permission or restric- 
tion of ,export, and the determining factor in that policj was 
the metropolitan demand. Export licences were granted if the 
needs of London had been satisfied. A twofold change is 
embodied' in the policy of the Restoration. With tlje growth 
of parliamentary control/ the normal operative policy is now a 
statutory policy; and with the development of a metropolitan 
market and of a national surplus in excess of metropolitan needs 
the desire of the corn producers for a bounty on export is no 
longer hindered by the opposition of ,fche most articulate Body of 
consumers. 

The appendices, which form half of the book, contain 
statistics of production, of prices, and of the import and export of 
corn from the thirteenth to the seventeenth centuries, as well as 
a number of documents from the State papers and London 
records. 

Professor Gay is to be congratulated upon so excellent an 
addition to his scholarly series of Harvard Economic Studies. 

George Unwin 


Readings in the Economic History of the United States. By 
E. L. Bogart, Ph.I)., and 0. M. Thompson, Ph.D. (Long- 
mans, 1916. Pp. xxvii + 862. 9s. net.) 

Professor Bogart, the author of an Economic History of the 
United States, and I)r. Thompson, an authority on the history 
of the State of Illinois, have produced a*book of extracts drawn 
mainly from contemporary sources to illustrate the economic 
development of thejr country from 1600 to 1915. It is a book 
which to some extent does for the United States what the “Select 
Documents ” compiled and edited by Messrs. Bland, Brown and 
Tawney does Tor English economic history — with this difference : 
the first document quoted in the English book is dated 
cir . 1000 a.d. and the last 1846, whereas the* American editors 
need only deal with something like three hundred years. The 
documents chosen come down to a year so recent as 1914, and 
three-quarters of the book is taken up with the nineteenth cen- 
tury, so that illustrations of recent American* history are very full. 
The remainder of the book is devoted to the colonial period and 
the beginnings of the new republic. 

The illustrations are classified into twenty-three chapters, under 
such headings' as “English Colonial Theory and Policy ,” “The 
Westward Movement,” “Financial History, Money and Bank- 
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mg," “Development of Agriculture,’ * and these are divided into 
sevejal sub-headings with illustrations of each theme. The book 
is admirably arranged for easy reference and a teacher can find 
at a glance from the synopsis the illustration he may need to make 
the subject vivid to his class. Before each extract there is usually 
a short explanatory note, which includes some account of the 
author of the quotation. Every effort is made to present both 
sides of a question. On so controversial * subject as Slavery and 
the South, there is, on the one hand, Extract C, 1 Radical View on 
the Efficiency of Slavery/; 1860, and, on the other, Extract F, 
“Radical View on the Inefficiency of Slave Labour.” Or, to take 
an earlier period, Sir Josiah Child's favourable view of the “Old 
Colonial System M is balanced by a quotation from Adam Smith ; 
and the Act for suppressing iron manufactures in the American 
Colonies is offset by an extract from the Acts of the Privy Council 
suppressing tobacco growing in England. The* student can ac- 
cordingly see that if the English Government suppressed colonial 
ironworks, they dealt equally drastically with their people at home, 
and gave the American colonists a practical monopoly of the 
English market for their principal export at the expense of the 
English farmer. 

The teacher who has to deal with the economic history of 
the colonial period or with American development during the 
nineteenth century will find this book of great assistance. It 
seems excellently adapted for the purpose of making a class realise 
that the teacher is not evolving history out of his inner conscious- 
ness, but has to draw his material from opinions often contradic- 
tory and facts often difficult to interpret. The average English 
undergraduate for some reason finds even the exterior of Blue 
Books and other official documents positively forbidding. Pro- 
bably the American student is not very different. The nineteenth 
century extracts in this book will therefore be of special value, 
inasmuch as they show that there is really interesting matter in 
official reports, that the American census is not merely an enu- 
meration of the ‘population, but a survey of the rapid economic 
changes of a decade, and that the Reports of the Industrial Com- 
mission and the Immigration Commission are documents with 
which the American economic student may not unreasonably be 
expected to have at' least a nodding acquaintance. It seems un- 
gracious to suggest criticism when the documents are so well 
chosen, the book so welcome and the task of selection so difficult. 
It seems to me, however, .that the working of the economic rela- 
tions between England and the American Colonies might have 
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received fuller or rather different treatment. In the sixteenth 
and seventeenth centuries it wfos one thing to have a proclamation 
or law promulgated, it was quite a different thing to have it 
obeyed. Even if It were put into operation, the bodies or persons 
through whom it was administered often interpreted# it in a 
manner which considerably modified the original intention of the 
monarch or legislature. It is, therefore, indispensable not 
merely to have the text of f a Statute, but to have some idea of its 
administration. Economic history cannot be divorced from ad- 
ministration, judicial, official or amateur. Illustrations of the diffi- 
culties of the Custom House officials in the Colonies at the end 
of the seventeenth century, which are furnished in abundance by 
the sixteen volumes of the State Papers Colonial, are not merely 
valuable as illustrating the difficulties in the actual working of the 
Acts of Trade, bi^t are always received with joy by a class. This 
and many other matters could have been illustrated from the State 
Papers Colonial, but no extract at all is given from this indispens- 
able source? of seventeenth-century colonial history. Again, more 
than two extracts from the Acts of the Privy Council might have 
been given to illustrate the great economic significance of that 
body. And one would have liked some illustration of the gradual 
increase in the nineteenth century in the control of American 
railways by the Federal Government through the Inter-State Com- 
merce Commission, as this increasing control, together with the 
amalgamation of the lines, is one of the most striking facts in 
recent American railway history. The book is so much up to 
date that one would have liked an illustration or two of the various 
attempts of the United States to control her Trusts. The experi- 
ments from the Sherman Anti-Trust Law of 1890 to the ©ureau 
of Corporations and the Federal Trade Commission are economic 
measures of first-rate importance, both in regard to their failures 
and successes, not only for the American Republic, but also for 
Europe, which is equally faced with the question of devising some 
method by which the good side of combination may be retained 
while the abuses of great monopolistic corporations are checked. 

A similar English book of documents dealing fully with 
the economic development of this country during the nineteenth 
century is badly needed. At present we have no accessible text- 
book of this nature illustrating the momentous economic develop- 
ments in the United Kingdom and her Colonies after 1846. These 
“Readings in the Economic History of the United States” show 
how such a work might be compiled. * 


Lilian Knowles 
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Public Administration in Ancient India. By P. Banerjea, M.A., 

•D. Sc. (London, 1916. Pp. 316 + xii. Price 7s. &d. net.)' 

This is stated on the title-page to be thesis approved for 
the degree of D.Sc. Econ. at the University of London. It is 
the first *book published on the subject, and purports to give us 
“all the important facts relating to the administrative sjstem of 
ancient India.” There are chapters on +he King, on councils of 
State, on ministers, subordinate officials, legislation , law, 
finance, foreign policy, military organisation, public works, 
industry and commerce, aid other points. 

The work is based on the Artha-Sastra (which may roughly 
be translated as “manual,” or “maxims of polity”), a recently 
discovered Sanskrit work of unknown date and authorship. 
Tradition ascribes these maxims to Chanakya, the minister of 
Chandra-Gupta in the fourth century b.c., just fts the Pentateuch 
used to be ascribed to Moses. But the maxims constantly refer 
to Chanakya under the suggestive pame of Kautilya (“cunning,” 
“deception”), as if one were to speak of Machiavelii as “the 
Trickster.” The# refer also to China, and to trade in heavy 
stuffs between India and China ; and they refer to royal mints 
in constant work. Neither of these was possible till long after 
Chanahya’s time. They breathe, too, the spirit of a later time, 
the time in literature of the writing of manuals, and, in politics, 
not of a great empire like Chandra-Gupta’ s, but of contending 
States. All this does not trouble our author in the least. He 
has read Professor A. Berrie^ale Keith’s masterly article in the 
Journal of the Royal Asiatic Society for January last, and quotes 
it. But^ after stating that the authorship of the “Maxims ” is dis- 
puted, he proceeds to treat it throughout the book as certain. And 
he takes for granted that these maxims (as to what astute govern- 
ment should be) are good evidence as to what ths administration 
actually was, not only in Ohanakya’s time, but tong before and 
long after his time, and not only in the realm administered by 
Chanakya, but ifi all the countries throughout the vast continent 
of India. The naive simplicity of this stupendous conclusion is 
instructive. 

There is a short chapter bn “Industry and Commerce.” It 
deals almost exclusively with the action of the State. We are 
told, for instance, that “the Agricultural Department supervised 
cultivation on State lands.” There is no limitation here as to 
date or locality, no explanation of what is meant by State lands, 
or of the nature or extent of the supervision ; and no instance is 
given. Then we are told that “the treatment and manufacture 
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of metals was under the supervision of the State.” No instances 
are givei* and no details. On{e again : “The manufacture o{ salt 
and the brewing of liquors w T ere under the direct control of the 
State ; both were Government monopolies.” And lastly : “When 
merchants formed combinations among themselves for,the pur- 
pose of raising prices, it was the duty of the Superintendent to 
fix prices.” 

Now all this is no doubt interesting, even as it stands. But 
one would like to have instances — to have details to show how 
these theories (if, indeed, they ever t were carried into action) 
worked out in practice. The theories in themselves are not by 
any means original. They have occurred elsewhere to persons 
ignorant of political economy and anxious to meet obvious diffi- 
culties. Should anyone think it worth while to compare schemes 
which bear the same relation to political economy as astrology 
bea>rs to astronomy, the speculations of the “maxims” would be 
useful. As evidence of what administration actually was for 
about a thousand years all over India they are not to be relied 
on ; as evidence of what the author, or author#, of the maxims 
thought #t the time when the manual was composed, they are 
quite good. 

The author might have given us a more useful volume if he 
had compared these maxjms in detail with Aristotle’s Politics 
and with the similar maxims to be found in the writings of 
Confucius. One and all they ignored the gods of the current 
mythologies, but it is the differences which would be more 
suggestive. As it is, Mr. Banerjea gives us extracts from the 
writings of foreign travellers at different epochs in India, or from 
those of Indian poets, when he thinks they confirm the #pinions 
expressed in the maxims. 

Aristotle was near enough to early times in Greece to con- 
sider aristocratic and democratic forms of government, as well as 
the kingly power. The maxims belong to a period so remote 
from the ancient republics qf India that, to their author, no 
power except that of a king was even thinkable. This power was 
despotic, mitigated by custom, and by the best advice (which, in 
theory, the king should always seek and fpllow). The best a‘dvice 
was the advice of Brahmins, then almost the only learned men 
skilled in administration. Similar causes led to similar results 
in medisoval Europe. They lasted even longer ; and great priest- 
ministers — Wolsey, Richelieu, Mazarin — might have endorsed 
this volume “passed by censor.” * 

To sum up, what we have in this essay is not an account of 
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administration as actually practised in ancient India, but an 
account of the theories about administration held by priest- 
ministers towards the opening of the second out of three 
millennia of Indian history. 

T. W. Rhys Davids 


Khosyaistvo I Tsena. Second part, first instalment. By Prof. 

P. B. Struve. (Moscow. 1916.)* 

In the March issue of ihe Economic Journal for 1916 we re- 
viewed the first part of Prol. Struve’s book, “Economy and Price” 
(Khosyaistvo I Tsena), which was published in Moscow in 1913. 
Now the second part of it has appeared, but not yet complete. 
It seems that the second part will consist altogether of seven 
or eight chapters with appendices and some of the more elaborate 
notes which the author calls “excursuses.” Meanwhile, only five 
chapters of these are printed, and the rest will be issued later. 
The part now published has, however, a certain interest of its 
own, 4 and may be reviewed quite independently of the chapters 
which have to follow it. 

When reviewing the first part of “Economy and Price” we 
expressed the hope that Prof. Struve would explain to us in the 
second part what he means by prices, and whether he rejects 
the notion of values as a predetermining condition of prices. 
This hope of ours has now been realised, but only partially. We 
now know w hat he means by prices, but we still do not understand 
their independence from valyes. Prof. Struve simply brushes 
aside values as a psyohological conception which has very little 
to do wyth economics. “Acknowledging that the general prin- 
ciples of the subjective theory of value have undoubtedly explained 
much in the psychology of the phenomenon of value, we do not 
think the deduction of price from subjective values is of any 
special importance” (p. 98). “Certainly,” Prof. Struve con- 
tinues, “price is a psychological phenomenon, and the formation 
of prices requires a psychological explanation, but such an 
explanation has for political economy only a preliminary import- 
ance, .useful when describing facts.” 

It seems from Prof. Struve’s teaching that the origin of price, 
like the origin of an old dynasty, is really of no importance. It is 
the actual phenomenon of price which rules supreme in the domain 
of political economy, and not the psychological influence which 
served as basis for it. Price in political economy is a “primary 
conception ” ;* “regarded abstractly, it is a principal economic (in 
exchange) category, and concretely it is the basis of the whole 
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structure of economic reality, and must form the ground of every 
economic description ” (p. 7ffi. With Prof. Alfred Marshall he 
holds that economic goods are only those which are directly 
capable of a mor^ey measure — that is, which have a price. But 
he goes farther than Prof. Marshall, in that he includes in 
economic goods everything which is saleable , and not* only, as 
Prof. Marshall defines it, “things external to a man,” although 
at the same time Prof. Struve does not admit prostitution to be 
reckoned as an economic category . 

In putting the phenomenon of price as the chi§f basis of 
economics, whether in theory or in practical transactions, Prof. 
Struve deals not only with some abstract and academical side- 
issue, but gives to the whole science of economics quite a new 
meaning. The problems of production and distribution, of profit, 
interest, as well as of wages, are represented in a new light as 
being all of themHHe outcome of the phenomenon of price. There 
is no surplus of production, except in the processes of vegetation. 
In manufacture there may be only surplus of value or of price. 
Profits are created not by some super-production, but by the 
higgling of the market, by the difference between the cost price 
and the Sale price. 

Says Prof. Struve, “Political economy can say no more on 
the nature of profit than any correctly-made-up bookkeeper's 
account or than Article 101 (470) of the Russian Law on the Tax 
on Trades,” which Article is as follows : — 

“Net profit which is subject to payment of a percentage of 
profits is held to be the difference reckoned for the past year 
of business between the sum of gross receipts and (the 
following) real expenses and deductions for the same # year.” 

According to Prof. Struve, political economy can only, in 
studying the conditions of the market, explain why in one case 
there is derived profit and in another case there is loss. Every 
income which is derived, not from direct personal service, is in 
its essence only a realisation of the difference in prices. What- 
ever the form of income is, whether it is rent, interest, dividend, 
or profits, it can be explained by the presence of price and by 
such a relation of supply and demand that the seller can get more 
for his goods than the money he spent on them. Rent, as it is 
constructed in economic theory in relation to agriculture, is a 
result of the inequality in the expenses of production when the 
price is* in accordance with the greatest expenditure. Such an 
inequality exists over the whole dtfmain of economic enter- 
prise, and it is the conditions of the market which decide what 
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level of expenses is taken as the basis of the price. If this level 
be less than the expenses of production, no enterpriser ma&es any 
profit, and only wages are realised. In these circumstances 
the capitalist is squeezed out by enterpriser^ who are really only 
workmen. Such cases happen when the methods of production 
are stationary, without improvements^ and when the market is 
overstocked with goods. This was strikingly the case with the 
lock trade in Russia, in the Pavlovo region (Province of Nizhni 
Novgorod). • 

But once profits are the results only of differences in prices — 
that is, of the difference of cost and sale prices, and not of the 
difference in the amount of production, then what becomes of the 
claims of workmen to a greater share? No wonder that Prof. 
Struve denies any claims, speaking* scientifically. “There are 
no abstract principles from which could be deduced the absolute 
amount of or the relation between whole groups o i income. There 
is no necessity whatever that wages should be fixed at a certain 
standard, and still less certain are the amounts of ‘rent* and 
‘ profit 1 ” (p. 69). . But he is not blind to the fact “that a necessary 
condition of obtaining profit is the right of property ... a com- 
plete abolition of private property and of the free fixing Of prices 
will certainly change the whole position, just because it will 
suppress the fundamental category on which the present economic 
life is built, i.e., the free prices, and till incomes will then be 
incomes by order. Economics will then take off its dress of 
private law and invest itself in public and administrative law. 
The ‘ system of separate business enterprises ’ will become the 
‘ society enterprise ’ ” (jp. 93). f 

As profit is only a difference between the sale price and the 
cost prieft, there is, economically speaking, no reason whatever 
to differentiate between commerce and production. “The whole 
economic activity of every business person has for its purpose to 
receive more and to give less, the realisation of posjjfcive difference 
in prices. In the domain of natural economy (where there is no 
exchange) this process takes the form of subjective values. In 
the economic state, based on interchange and trade transactions, 
it is realised in the fixing of prices. Commerce is, in this respect, 
in no way different from other kinds of production, and is certainly 
as much ‘ productive ’ as all those activities which are usually 
denoted as ‘ industries * ” (p. 22). 

Generally speaking, all incomes, of whatever form, may be 
‘related to prices, and Prof.* Struve classifies them in three groups, 
which he calls : (1) Direct incomes (wages, salaries, &c.), (2) in- 
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direct incomes (profits), and (3) derivative (interest and the 
owner’s rent). 6 

As every economic transaction is expressed in prices, or 'more 
exactly in certain quantities of money, political economy, in 
Prof. Struve’s opinion, can be nothing else than bookkeeping. 
Using two very formidable words invented by GermaA writers, 
“nomographic ” and “idiographic,” which simply mean “descrip- 
tion of laws and relations” and “description of certain special 
objects,” Prof. Struve thinks that the sphere of economic science 
is “idiographic” and not “nomographic”; it is more a statistical 
science which, if it can arrive at an$r generalisation, can do so 
Only on the basis of actual commercial bookkeeping, and not by 
a priori methods of reasoning. 

I do not intend to give here a criticism of Prof. Struve’s 
conception of political economy. Some of the flaws in his theory 
are too obvious. • Defining price as “a primary idea” and making 
it the sole ruler of economic categories, he is simply imitating, 
though in an inverse way, the old school of physiocrats, or of their 
direct descendants, the “Labourites.” One could point out, even 
in Prof. Struve’s own admissions, some contradictions — for in- 
stance, When he admits the obvious fact that whatever may be 
the price of the unit of goods, the profit depends very much also 
on the quantities sold or bought, he surely by this very fact admits 
that the intensity of work, of labour which produces more goods, 
is worth more than that which produces less, and plays rather 
an important part in the profits derived by the enterpriser, besides 
the difference of prices. 

However, on the whole, Prof. Struve ’s^book is very suggestive 
and worth studying. In a note on p. 72 he candidly admits that 
many of his ideas have already been propounded by sonn? German 
economists, but claims that he arrived at the same conclusions 
quite independently, and there is no doubt that he has built up 
a systematic $nd organic whole out of a various and incoherent 
mass of suggestions. The few chapters and notes yet to be 
published will certainly add completeness to. the whole, and, 
perhaps, make clearer some points. 

Semen Bapoport 


Zur Frage ernes Zollbundnisses zwischen Deutschland und Ostro- 
Ungarn. Von Karl Diehl. Zweite, unveriinderte Auflage. 
(Jena : Gustav Fischer. 1915. Ep. 50.) 

This pamphlet gives a useful critical resume of the varied 
proposals for a closer economic union between Germany and 
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Austria-Hungary, and incidentally*touches on the wider problem 
of a Central European world- St at e- to which the striking work 
of Herr Naumann, reviewed in the June number of this Journal, 
has directed so much attention. Herr Diehl has the old-fashioned 
German method of treating his particular problem. He gives us, 
by way of preliminary, a very clear statement of the older and the 
newest opinions of representative peopte on the general problem. 
The ideas have been developing since the days of the great List. 
Germany must be bigger. First, the closer union with Austria- 
Hungary, and sometimes the full-blown Central Europe, includ- 
ing the Netherlands, the three Scandinavian States, Switzerland, 
Italy, the Balkan peninsula, and Turkey in Europe— a Central 
Europe of 200 millions of people. Her" Diehl is only concerned 
specially with the possibility of a Zolivciein between Germany 
and Austria-Hungary. The difficulties he considers s<> great that 
the disadvantages outweigh any possible advantage The analysis 
is thorough, and the final judgment unbiassed. But although 
the author dismisses this particular proposal as impracticable, 
he indicates other modes of union* which are likely tef be more 
effective. The argument is similar to that of Herr Naumann, 
but the pamphlet was written before the book. At the, present 
juncture the main interest to the English reader is comparative. 
How does the project of the new Central Europe compare with 
the project of the re-formed British Empire? The chief result 
of the comparison is that the question, of tariff is of secondary 
importance. J. S. Nicholson 

Summary of the Report on ^Condition of Woman and Child 
Wage-earners in the United States. (Bulletin of the U.S. 
Burgau of Labor Statistics. No. 175. 445 pp. December, 

1915.) 

• 

In this volume are conveniently summarised the contents of 
the nineteen separate reports previously issued. »Afler the war 
the times will be ripe for a new inquiry intd women and 
children’s labour in our own country, and it is to be hoped that 
in the event of such an enterprise serious attention will be given 
to the model provided by the U.S. Bureau. In plan and arrange- 
ment/ in the relevance of the statistics given, in the style and 
manner of writing, and the handiness of the volume given to 
the world comparisons with similar reports on the same subject 
issued in our own country suggest that there is considerable 
room for improvement at home. 

The study is concerned* with six main groups of industries, 
viz., the textile industries, clothing and sewing trades, domestic 
No. 104 — vol. xxvi. N N 
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service, the manufacture of •food and beverages, other manu- 
facturing industries, and tra<je and transportation. In the first 
four of these groups women l^ave always been employed (as. with 
ourselves), while the last two represent an enlargement of the 
industrial field. “In the methods of work, however, all groups 
save domestic service show the far-reaching changes effected by 
industrial evolution. Textiles, the making of clothing, and to a 
considerable extent the food trades have been transformed within 
the last century. In all r three, although in varying degrees, the 
women who formerly would have worked at home are now work- 
ing outside their homes under factory* conditions. The introduc- 
tion of machinery, from the spinning jenny onwards, not only 
changed the conditions under which women worked in the 
industries affected, but by creating a fund or reserve of surplus 
female labour caused keen competition for employment and 
tended to force women into new fields. The subdivision of labour 
increased the number of pursuits open to them; sometimes, 
especially in the printing trades and cigar making, women have 
been introduced as strike-bredkers. In these and other ways the 
extra-domestic employment of women lias steadily increased. 

In all the industries studied the youthfulness of the women 
employed was striking. In the southern cotton group, the glass 
industry, and the Pennsylvania silk group more than two-thirds 
of the women employed were under twenty. The proportion at 
twenty-five years and over is, however, sufficiently considerable 
to emphasise the need of vocational training for women. A 
proportion, varying from one-eighth to two-fifths, remains in 
industry over twenty-five, and among workers in miscellaneous 
factory industries 15*8 were aged thirty and over. 

The contributions of daughters over sixteen to till? family 
income ranged from one- fourth to two-fifths of the total family 
income, and in many cases they gave their whole earnings to the 
family, a fact^ “tending to show that economic necessity is the 
cause for the presence of these young women in the industrial 
world.” 

Especially interesting are the sections dealing with women 
in Trade Unions and with the relation of occupation and 
criminality. It is remarkable that won\en showed a considerable 
degree of activity in promoting strikes and labour organisations 
at quite an early period of industrial evolution. Many sporadic 
efforts are recorded, and indicate, as might be expected in the 
population of a new country, that the women possessed more' 
initiative and independence of character than did the women at 
a similar stage of development in Europe. Many of these early 
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attempts at organisation were Animated also by an intense 
humanitarian enthusiasm. 

In more recent times there h^ve been considerable fluctua- 
tions. From 1890 to 1900 the Unions were weak and inactive. 
A period of growth for two or three years was followed by one 
of decline to 1908, and that again by a further revival and a 
period full of hope and promise. “The greatest result shown 
by the Trade Union movement among women has been in the 
direction of a united stand for protective legislation.’* 

In regard to occupation and criminality, investigation seems 
to show that there is little direct relation between the two. It 
is true that the newer industrial occupations show a smaller 
percentage of criminals than do the older--the traditional 
occupations of women. A causal relation is, however, not estab- 
lished. Women criminals, with a few exceptions, are usually 
incapable and inefficient low-grade women *vho are mostly 
uneducated, untrained, incapable of intelligent effort, and unable 
to secure positions in a good-class factory, office, or store where 
a relatively high standard is demanded. They lend to* drift into 
the lower-grade factory work or into domestic service simply 
because those occupations afford an opening for the poorest sort 
of unskilled work. The root of the trouble is less in the work than 
in the kind of women who naturally take up that work. 

Space forbids further quotation from this important study, 
which all students of women’s sphere in modern industry should 
read for themselves. B. L. Hutchins 

Outlines of English Local Government . By John J. Clarke, 
F.S.S., Lecturer *on Local Government in the Liverpool 
High School of Commerce. (Published by the North- 
Western District of the Workers’ Educational Association. 
Pp. 40. Price 6d.) 

This is a very useful compilation of facts relating to every 
department of English Local Government. It explains most 
clearly what the various local authorities are, and accurately 
describes their powers and functions. The information is well 
arranged, and the booklet, besides being a valuable introduction 
to the subject for beginners, should prove useful for reference 
for more advanced students. It should also be a handy vade 
mccum for those who are already taking part in, or are hoping 
to take part in, the work of the various local bodies which it 
explains. Both the author and the North-Western District of 
the Workers’ Educational Association are to be congratulated on 
its production. H. Sanderson Furniss 

N N 2 



NOTES AND MEMORANDA 

Russian Financial Policy (1862-1914). 

No one can fail to be struck, even from a superficial study of 
Russian financial history since the outbreak of the Turkish war of 
1877, by the real continuity of views wjiich can be traced through 
successive Ministries. This continuity has no doubt been in part 
dependent on the general character of recent social evolution in 
Russia. 

Count Reutern, who directed the public finances for the long 
period from 1862-1879, succeeded in mantaining the equilibrium of 
State income ani expenditure, in re-establishing Russian credit 
abroad, and in encouraging the construction of Railways by placing 
the creditof the State at the disposal of private companies through 
the issue of guaranteed railway bonds. The Polish insurrection, 
how T ever, 4 and the Turkish War prevented him from completing his 
reforms, and he was unable to carry out his plans for the restora- 
tion of specie payments and improvement of the stability of the 
Russian Exchange. 

The Turkish War was, financed by means of domestic loans (the 
so-called 5 per cent. Oriental Loan), one small foreign loan (5 per 
cent.) raised in Berlin, and a large issue of notes by the State 
Bank. One of the steps taken by* the Russian Minister was to 
have, the Custom duties paid either in act'ual gold or coupons of 
the Russian foreign loan, or even French, British and#German 
banknotes. This measure, similar to that adopted by the United 
States of America after the War of Recession, which the Italian 
and Austrian Governments also ap plied to their finances after 
the war of 1806, had two primary objects : the construction of a 
large gold reserve and the restriction of imports. 

As has happened more than once in Russian history, the State 
sacrificed a source of income, notwithstanding financial difficulties, 
by abolishing the salt tax. 

The successors of Reutern were Abasa and Greig, the latter 
being the grandson of the famous Admiral of Catherine II., a 
man of Scottish descent and a member of the Cobden Club. 

Abatea very rightly endeavoured to elaborate a plan for clearing 
the State’s indebtedness to the Bank. . He obtained the Imperial 
sanction to a law tinder which notes to the value of 400,000,000 
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roubles, issued for the expenses of the Turkish War, should be 
withdrawn within eight years by yearly instalments of ^0, 000, 000 
roubles, thus following the line of policy laid dQwn by Thiers and 
Leon Gay in France after 1872. But’ though the main part of 
the notss outsfanding were thus withdrawn ard burnt, a part 
remained in circulation owing to the opposition to AbasVs policy 
raised by commercial houses, who feared tighter rates for money 
and put forward the claims of increased trade. The Riatc, there- 
fore, paid what remained cf the debt by 'landing over to the Bank 
bonds bearing interest at 6 per cent. Of these the bank subse- 
quently disposed. 

Bunge, the next Minister of Finance, who at the time of his 
appointment was Professor of Political Economy at Kicff and in 
charge of the local branch of the State Bank, brought considerable 
practical and theoretical knowledge to Ihe Exchequer. Tie ini- 
tiated modern fiscal reform in Russia, abolished the capitation tax, 
introduced a 5 per cent, income tax on bonds and stocky increased 
impoH duties in order to stimulate the development of the domes- 
tic metal industry, and endeavoured to prepare the way for the 
return to specie payments. ♦ • 

In the loans which he raised Bunge preferred to confine him- 
self as tar as possible to issues at par in order to facilitate their 
conversion. He had the honour to bfc chosen by the Emperor 
Alexander III. to initiate the hereditary Grand Duke, since be- 
come Emperor Nicholas II., into the problems of political 
economy; and I remember one of his letters in which he wrote that 
for the study of railway economics he provided his august pupil 
with a French translation of Hadley’s Bailway Trans]X)rtalion. 

Wisffhnegradsky, also a scientific and practical man, advanced" 
the initial stages of monetary reform a step further by increasing 
the country’s stock of gold. He stimulated the exjoorfc trade and 
skilfully seized the opportunity offered by the improved fiscal 
situation, the cessation of budget deficits, and the fall of the 
general rate of interest to inaugurate his great conversion of bonds 
from 5 to 4 per cent. He also contrived to turn to advantage 
the Bismarckian campaign against the Russian funds, and, relying 
on the growing French sympathies towards Russia, strengthened 
the financial relations previously 'existing between Russia and the 
Parisian Bourse. 1 

The campaign against the Russian credit, which the German 

1 In the autumn of 1887 Rusgia raised a first loan of 500 milli n francs at 
Paris; in May of 1889 a second of 700 million francs ; in May of 1890 a third 
of 1,242 million francs. These loans were used for the Conversions of 5% and 
4£% loans. 
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Chancellor made his reptile Press undertake, had a very 
different ‘result from what he had anticipated. The Russian funds 
fell in value; the German public sold the stock which they still 
held ; Russians, French and Dutch hastened to purchase it under 
the favourable conditions thus obtaining ; the French sold in their 
turn Italian Rentes and other stock having a market in Germany ; 
and thus, instead of depreciating Russian credit, Bismarck helped 
to strengthen it. , 

When illness forced Wischnegradsky to retire he was replaced 
by one of his colleagues, Witte, whose Ministry lasted for ten 
years. Like Wischnegradsky, Witte had obtained his* knowledge 
of the needs and resources of the country and of its fiscal and 
financial problems by practical experience in the railway industry. 
General manager of the South-Western Railway, of which Wisch- 
negradsky had been president, he was transferred to the Treasury, 
where a position was created for him as Director of Railways. 
This post entailed the fixing of tariffs and the conduct of negotia- 
tions between the Treasury afid the railway companies. Expert 
as he thus was in questions affecting railways* he continued the 
policy o£ §tate purchase which Abasa began in 1881. He was 
able to bring to a successful termination that long ribbon of steel 
across the Russian Empire, the Trans-Siberian line, which united 
Europe with the Pacific Ocean. To him, too, is due the honour 
of having given to Russia a stable exchange and of concluding 
the monetary reforms. These measures, which have rendered the 
greatest service to Russia, demanded a peculiar clear-sightedness 
on the part of the Emperor, who was urged by the French and 
Gentian bimetallists not to pursue the rou£e which Witte advised 
him to choose. * 

Witte gradually ‘extended to the whole of Russia the State 
sale of alcohol, which Wischnegradsky had begun in four eastern 
provinces, in drder to combat the abuses to which the steady 
monopolisation of the drink traffic was leading. 

The reform of the taxation of alcohol by substituting for 
indirect taxes a monopoly of sale was made with the alleged 
objects of moralising the conditions under which it was retailed 
and diminishing the opportunities .for drunkenness and fighting 
against the usurious treatment * of the indebted but thirsty by 
the publican. This reform, which could only be undertaken by 
a country in which the alcohol consumed is made from grain or 
potatoes, gave wonderful fiscal results. It did not increase 
sobriety. 1 

1 In Russia, it should be noted, no indemnity has teen given by the State 
to the publican. 
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It is well known how, owing tp the generous impulse of the 
Sovereign, the Russian State ha# renounced its income from 
alcohol since *the beginning of the present war, with excellent 
social and moral results. Without the alcohol monopoly intro- 
duced b j Witte it would have proved difficult to close the public-* 
houses so suddenly. 1 

The repayment of debts during the war is made with greater 
regularity than has ever been the casein tbe pp«t. The families 
of peasants whose sons or husbands are in the army enjoy greater 
resources than they have ever known before. 

A few months before the outbreak of the Japanese War Witte 
was replaced somewhat suddenly by the Governor of the State 
Bank, Pleske. Owing to ill-health, however, Pleske was only 
able to remain for a very short time at the head of his depart- 
ment, to which he brought exceptional prudence and experience 
and a keen sense of responsibility. 

Hostilities with Japan began, and to M. Kokowtzeff was given 
the task of meeting the expensed of a- long and unlfappy war. 
He succeeded in. arranging important foieign loans, notably, in 
1904, a Parisian issue of five-year Treasury bonds bearjng interest 
at 5 per cent. For a few months he left his post in order to 
accept a special mission to negotiate a loan of several hundred 
millions of francs raised in Paris by discounting bills of the State 
Bank which had been endorsed by the Russian Government. By 
these means he w r as able to reconstitute the metallic reserve and 
safeguard the monetary law, and emerge from the Japanese War 
and all the domestic troubles without compromising the gold 
standard. He succeeded finally in bringing the pourparlers for 
the greEt 5 per cent, loan (May, 1906) to a successful end in spite 
of the ill-will shown by Germany, who refused him access to 
the Berlin market, and floated a loan herself a few days before the 
Russian loan was open for subscription. 

On returning to the Ministry, where he remained eight years, 
M. Kokowtzeff .devoted himself to restoring the balance of the 
annual budget. He succeeded, and when he quitted his post in 
1914 he left the Government in a prosperous position. 

One of the interesting poipts of M. Kokowtzeff’ s policy is that 
he returned to the system of leaving the construction of lines 
which do not possess any strategic or military importance (as 
does that, for instance, from L ’Amour or the frontier line of 

1 On all sides one crathers proof of the excellent results which the suppression 
of the drink traffic has had, on the productivity of labour, on exactitude in the 
execution of work, in the increase of savings, and in the improvement of public 
health. 
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Poland) to the open competition of private companies backed by 
the State’s guarantee. t 

The successor of M. Kokowtzeff is M, Bark, a man well pre- 
pared for this post by his deep theoretical studies, his past ser- 
“ vices to the Ministry of Finance, and the experience he has 
gained as director of a department of the State Bank and manager 
of one of the great private credit houses. At the time of his 
appointment he was Assistant Minister of Commerce, and thus 
thoroughly conversant with the economic, commercial, and indus- 
trial needs of the country. A sufficiently heavy task'has fallen 
to his lot — that of financing the war into which the duplicity of 
Germany has plunged Russia. His task, moreover, has been 
further complicated by the surrender of the receipts from the 
sale of alcohol. 

M. Bark has expounded his programme in the debates of the 
Russian Chambers and in the memoranda which accompany the 
Finance Bills. It contains three principal points :—To find new 
taxes as Quickly as possible to replace the receipts lost b$ the 
abandonment of the alcohol monopoly ; to make provision for the 
charges arising out of the debts contracted for the conduct of the 
war ; and to prepare ways and means for the liquidation of the 
extraordinary expenses. 

To cover domestic expenditure, M. Bark has had recourse to 
taxes and loans of various forms, including the issue of bank- 
notes backed by Treasury Bills. Taking advantage of the increase 
of savings due to the present sobriety of the people, he has found 
a new support for his credit operations in the deepest recesses 
of the population. He has at the same 'time been induced to 
obtain legislative sanction for an increase of the maximum legal 
issue of banknotes. . 

Russia has been compelled to purchase very large quantities 
of w r ar materials, arms, munitions, rails, waggons, and locomo- 
tives at the very time when her exports have been restricted by 
the closure of the Dardanelles,, of the Baltic, and of the Austrian 
and German frontiers. It has been necessary, therefore, to have 
recourse to credit operations abroad in order to effect the pay- 
ments due by the State to Allied and neutral countries. These 
operations have been facilitated, by the advances accorded by 
England and France, the outcome of a common solidarity in face 
of a common enemy. 


Arthur Raffalovioh 
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The Demand for Labour as Sjhown by Hates of Wages 
Offered by Employers. 

The fcigli demand for labour in the Metropolis and the home 
counties during the past summer has been much in evidence in 
the columns of the London daily Press. These have been 
examined during the period June to September inclusive. Adver- 
tisements for situations take up perhaps 10 per cent, of the space 
devoted to* advertisements # for employees. In upwards of eight 
hundred of the latter wages are specified, though it is not the 
practice to do so in the majority of advertisements. It is with the 
rates as offered, not with the rates as paid, that we are here con- 
cerned. They are more usually offered for boys and girls than 
for men, and for men than for women. Wages are frequently 
named, however, in advertising for hands «>f every description in 
the baking trade, for hairdressers, and for carmen. These, too, 
are the trades in which, judging from the number of •advertise- 
ments, demand for labour is strongest. Stokers rank fourth, and 
there is a good inquiry for dairy and milk-trade employees. On 
the other hand, Labour Exchanges never state wages, or, indeed, 
give any particulars. Piano manufacturers are evidently out to 
capture patronage formerly enjoyed by. Germ an firms, but these 
also never state wages except in one instance, where 101 d. an hour 
is offered to joiners and cabinet-makers willing to learn piano 
construction. 

While the great majority o£ advertisements are for single indi- 
viduals, others may be Termed “mass-advertisements ” for men or 
women •in the plural without specifying the exact number 
required. Thus haulage contractors and a railway company 
advertise for labourers and jam and pickle factories for women. 
Consequently, though it has been easy to state the number of 
advertisements, it is impossible even to estimate the number of 
employees required, but it must b§ largely in excess of adver- 
tisements. Repeat-advertisements have been omitted from the 
calculations whenever they could be identified, but this has not 
always been possible, especially as the address given is sometimes 
an advertising agency. The consequence is that it is impossible 
to estimate the number of persons in receipt of a given rate of 
pay. But the number of times a given rate is offered to a given 
class of employee can be compared with the frequency with which 
other rates are offered, either to the same or to other classes of 
workpeople. 

The number of offers are 401 for men, 297 for females, and 
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102 for lads. Only 4 boys are offered less than 10s. a week, the 
bottom dffer being 7s. for a lather boy at a hairdresser’s. Pawn- 
brokers’ boys get 5s. to 7s. 6c?., but live in, and so belong to a 
higher grade of pay. Then follow 46 offers between 10s. and 
12s. 5c?., chiefly made up of errand boys, messenger boys, and 
office boys, sometimes described as junior clerks ; 16 between 
12s. 6 d. and 14s. lid., comprising much the same callings, with 
the addition of laboratory boys and bar-learners in taverns, and 
20 between 15s. and 17s. 6d., including several older errand boys 
who can work carrier tricycles. The next offers number 16 from 
20s. to 25s. for junior clerks, light porters, and tricycle lads. 
Lastly, 22s. to 27s. is offered for lads in munition factories. 

With the exception of 3s. 6 d. for a milliner’s apprentice, offers 
for girls begin about the same level as for boys- -5s. and tea for 
cash girls and 8s. for bookstall girls. But the offers below 10s. 
are 26 instead of only 4. These are, however, chiefly for 
44 learners^” in various callings, such as box-making and*tea-pack- 
ing, and therefore hold out a prospect of advancement in ‘some- 
thing better than a blind alley. The next grade, between 10s. 
and 12$.‘5d., comprises 19 offers, and includes errand, office, and 
messenger girls, and also third and fourth hands in a baker’s 
shop. This last must relate to learners only. About £2 is offered 
for competent male hands. In the class 12s. 6d. to 14$. lid. 
are only 8 offers, but thele are 16 between 15$. and 17$. 5 d. The 
lower grades of clerks, typists, and shop-girls, or, what comes to 
much the same thing, clerks in the smaller businesses, begin here. 
There are 22 offers between 17$. 6 5 . and 19$. lid., and this class 
probably includes the transition stage between growing girls and 
adults. The class offered 20$. to 22$. 5 d. numbers 13, and in- 
cludes 4 shorthand-typists, a working forewoman in a box factory, 
and 2 printers Mayers-on. There are only 6 offers between 22$. 6d. 
and 24$. lid.,* and these are all for clerks and shorthand-typists. 
In the class 25$. to 29$. lid. are 15 offers for 5 clerks and short- 
hand-typists and for forewomen, assistants in food shops, and a 
rag-sorter. Of the 16 offers between 30$. and 34$. lid., 11 are 
for clerks and shorthand-typists, the remainder being for shop 
assistants and machinists. Lastly, there are 7 offers of 35$. for 
experienced shorthand-typists, 3 ‘of 35$. to 40$. for machinists, and 
2 of 42$. to 45$. for dress-cutters and designers. 

Thus the highest remuneration offered to female labour is in 
dressmaking, shorthand-typing, and machining * furs and army 
shirts. 

For adult male labour there appear to be no offers below 25$. 
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Only factory hands in unstated industries, a porter, and a gar- 
dener are offered a bare 25s. Railway labourers are offered 6 d. an 
hour and a bonus. Altogether, there are oily 12 offers of less 
than 30s*, only 3 per cent, of the total here recorded. This state 
of the l&bour-market may be compared with that prevailing 
twenty-tive to thirty years ago, when London carmen and railway 
navvies received 245. Yet here we find 6d. an hour offered by a 
railway company for unskilled labour, twenty -eight years after the 
battle for the “docker’s tanner” had been fought and won. In 
the majority of advertisements for labourers, however, the wages 
offered vary between 305. and 365. In the class 305. to 315. lid. 
are 116 offers, including 14 poiters, 16 carmen, 11 men in the 
milk trade, 8 packers, and 8 stokers. The next class of 355. 
to 395. lid. consists of 157 offers. Clerks and some skilled arti- 
sans, including motor-men, fall chiefly in tliis section, but it also 
includes 18 carmen, 17 hairdressers, 16 bakers, and a number of 
labourers* employed in chemical and cold-storage works and in 
heavy* loading and unloading. Of ? 1 offers of 405. to £4 5. lid., 
30 are for journeymen bakers, of whom there are many grades, 
but even third hands are offered .£2, as are also the salesmen who 
cut and w r eigh meat in butchers’ shops. The bulk of builders’ 
artisans, for whom, however, advertisements are not numerous, 
fall within this class, as do a good many hairdressers. This class 
contains more artisans than the grade below, several shop assis- 
tants, very few stokers or carmen, and no labourers. At 455. and 
upwards offers begin to slacken. There are 21 between 455. and 
495. lid., 22 between 50 s. add 54s. lid., 11 between 55 5. and 
59 5. lid., and 23 of £3 up to £6. Boot-makers and repairers, 
however? are mostly offered at least 455., clock and watch-jobbers 
from 45s. to £3, and fur-cutters and fur-nailers, who, together 
with pastry-cooks, are among the very best paid operatives adver- 
tised for, £3 up to £5. In other callings, when yiore than 45 5. 
is offered, the offer would seem to be made either to secure a 
picked man or else in cases of urgency. Foremen are generally 
offered either £2, £2 105. 0d., or £2 155. Od. 

It is difficult to compare the rate of pay off ered by institutions 
with that offered by commercial firms, because board and lodging 
form part of the remuneration for most situations in institutions. 
Laundrymen, apparently non-resident, in isolation hospitals are 
offered 275. to 305. ; porters for ordinary hospitals, keep ^pd 125. 
to 135. ; attendants in lunatic asylums, keep and £32 a year. 
Considering the risk and ’great responsibility attaching to the 
last post, and the risk of infection in isolation laundries, these 
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wages appear low, as do also those offered to kitchen porters in 
hotels. 1 v 

A few points call for further remark.. Only very occasionally 
the trade-union rate is stated to be paid. Firms known to be 
society houses would, no doubt, frequently apply direct to the 
unions concerned for hands instead of advertising. The inference 
may be drawn that where advertisements appear for men belong- 
ing to trades possessing powerful unions, as carpenters and en- 
gineers, for example, they are really addressed to the non-union 
element, and therefore the wages o$ered are probably not the 
highest in the trade. An upward tendency of wages is perceptible 
for bakers, carmen, and perhaps in one or two other trades towards 
the end of the summer, when also the demand for female labour 
increases, owing probably to the absorption of male labour by 
conscription. Wages are named less frequently in the later than 
in the earlier advertisements for women, but the offer of other 
advantages is sometimes to be met with, such as, “toa and no 
slack timp,” “the most comfortable factory in London,” qnd so 
on. Similarly, prospects of advancement are frequently held out 
in advertising for boys. Owing perhaps to the 'restrictions on the 
use of mV)tor spirit, the number of advertisements for carmen and 
others concerned with horses is surprisingly large,- far larger 
indeed than for motor-men, and the remuneration is about as 
high. Higher pay for work of the same kind sometimes indicates 
more difficult conditions of work ; the driver of a pair gets two or 
three shillings more than a driver of a single horse. Carmen 
delivering from house to house get more than carmen plying 
between thg warehouse and the docks. 'J'he difference between 
the Wages paid to many clerks and inferior artisans and those 
paid to labourers on jobs requiring men of great size and*strength 
is not very great, but in trades requiring judgment or initiative, 
as watch-repairing and garment-cutting, artisans get higher wages 
than are paid for the supervision of labour in other departments. 

0. H. d’E. Lepptngton 

P.S. — At the end of November there was no slackening in 
the demand for labour, but wages were less frequently stated. 
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Charles Booth. 

At abput noon on Thursday, November 23, Charles Booth 
died at Oracedieu Manor, his Leicestershire home for many years, 
and he was buried on the following Sunday at the neighbouring 
village of Thringstone. He had been ill in the summer, rather 
“vexatiously,” as he wrote characteristically, “just when I had 
some change of being really useful.” Recently strength seemed 
to have been slowly coming back,. but recovery was not to be. 
A sudden relapse was followed in a few days, very peacefully, by 
the end. 

Charles Booth was born at Liverpool in March, 1840, and was 
thus seventy-six years of age. He began a business career early 
in life, becoming a partner in the firm of AlfreS Booth and Co. 
at the ag# of twenty-two. Until early middle age he would have 
been regarded primarily as a man of affairs, and with* practical 
affairs on an extending scale he was concerned all his life. But 
from the early ’eighties a great share of his thought and energy 
was withdrawn from business relationships. These were, indeed, 
never severed except for short and definite periods, but for many 
years he gave up a portion of his days and weeks to the work 
that has made liis name famous and assured his unique position 
in the social history of his time. His responsibilities as ship- 
owner, merchant, and manufacturer — having to deal with interests 
world-wide in character and with definite enterprises largely sub- 
jected to his influence hoth at home, in the United Btates,* and 
in Brazil — have tended to give their stability to his judgments 
and conclusions on the wider questions of industrial and social 
life, which became his great concern. Thus, though he looked 
into the blue, his feet were always on the ground ; he sought truth 
fearlessly, but was never carried away by preconceived notions or 
foregone conclusions or vague imaginings. 

His methods were inductive, and he found his data not only 
in the information which he amassed and systematised, but in 
a very wide personal experience. He thus applied constantly 
the touchstone of actualities, and he did this always with a very 
alert mind, with marked intellectual courage and with a nature 
prompted by great kindness of heart and width of sympathies. 
His judgments were sometimes severe, but he took no jaundiced 
view of human nature. IJe would have eschewed the title of 
philanthropist, but the underlying problems of society none the 
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less provided the motive of his distinctive work, and in later years 
of his practical proposals. He chose the subject of his paper, 
for instance, read before thq Statistical Society in May, 1887, 
because it dealt with that “problem of poverty in the midst of 
wealth which is troubling the minds and hearts of so many 
people.” It was, perhaps first and foremost, this problem which 
he wished to do somethihg to measure and to weigh. In the 
event he has probably done more than any other man, not only 
to stimulate research on cognate lines, but also himself to provide 
the community through whatever medium it, works, be it adminis- 
tration, or education, or propaganda* with the knowledge and 
the elements on which constructive policies can best be based. 

Sometimes he supplemented the normal experiences of his 
life with something more special to the subject-matter in hand. 
It is needless to say that in collecting the data for his more 
important published works he made it his business to study and 
to test at first hand and in detail some of the bedrock material 
on which the superstructure was to be built up. He stow many 
of those ffom whom the information he sought was to be obtained. 
He visited constantly areas which might be upder investigation. 
He lived ^t one time for many months on a few pence a day in 
order to test the effects alike on health and on the purse of a 
highly restricted diet, and it is not without a wider significance 
that a “family budget that he contributed to the collection 
published by the Economic Club set out particulars derived from 
a working-class family in Liverpool with which he was making 
his temporary home. 

The paper referred to above was entitled, “The Condition 
and nhe Occupations of the People of r the Tower Hamlets, 
188(5 7 and formed the first results of the London inquiry then 
projected. Just a year before, he had contributed an elaborate 
paper, also to the Statistical Society, on “The Occupations of the 
People, 1801- 81,” and the reception of this paper and the impres- 
sion it made had much to do with paving the way for the much 
larger task which followed. The co-operation that he needed was 
nearly always forthcoming, be it that of a Government Depart- 
ment, such as that of the Registrar-General, of municipal bodies, 
of voluntary organisations, of individual employers or Trade 
Unionists or other workers, and, at later stages in the inquiry, 
of the clergy and ministers of all denominations, and of a great 
variety of social and other workers. 

The g'reat and costly work now known as “The Life and Labour * 
of the People in London ” extends to seventeen volumes. Much 
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of it he wrote himself, and all of it he planned and inspired. It 
occupied the greater part of seventeen years, and the final volume 
was published in 1903. Those whojn he invited to work* for him 
became his colleagues and friends. He held them in willing 
bondage not only by the example of his own hard work and zest, 
but by the simplicity of the relationships he established ; by his 
frankness in giving and receiving criticism ; and by the almost 
young delight which he took when some long stage was success- 
fully reached, some difficult section finished, or perplexing tangle 
seen through. 

The wofk is now arranged in three series. The first, consisting 
of four volumes, contains his great classification of the people, 
besides chapters on various special subjects, including the influx 
of population into London, London children, and studies of 
selected trades of East London that raised particular problems, 
such as those of “sweating ” or of casual labpur which were 
connected with the general problem of “Poverty.” The second 
series, “ Industry ,” comprises five volumes, the first four of which 
are taken up with detailed studies* of every London tfade, and 
the fifth with a series of statistical compuiisons leading on to a 
general industrial survey. The third series, “Religions Influ- 
ences,” consists of seven volumes, and the whole work ends with 
a final volume of “Conclusion and Summary.” 

The first series includes the famoug map of London, called 
the map of “Poverty,” although it sets .out the streets occupied 
by the wealthy, marked in yellow, and those of all the inter- 
mediate classes in varying shades of colour, not less than the 
haunts of those predominantly criminal or vicious, marked in 
black. The great original of the map formed a conspicuous 
feature iil its appropriate section at the Paris Exhibition of 1901. 

The map may be said to symbolise the aim of the inquiry. 
In giving a contemporary picture of London, historical research 
was not involved, although some chapters, especially those deal- 
ing with particular trades, dealt necessarily with certain questions 
of causation. Thg main question was not, however, how London 
had come to assume her present form, but to portray her : the 
people who dwell in or overcrowd the homes, who throng the 
streets, their occupation s # and the opportunities they enjoy or the 
disabilities from which they suffer; what administration, educa- 
tion, and religious organisation arc doing ; how work is being 
done and leisure used. 

For the first time London was revealed intensively to itself 
and to the world, with its greatness and brightness not over- 
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looked (for the work is not merely a study in pathology), but 
with special emphasis laid on features that are sombre and grey. 
For the. book had a purpose. Booth’s glance was forward. He 
caught London in a single decade, but knew well that, like all 
great and progressive cities, it was organic and alive. Thus, 
though fully conscious of the need- of closer historical *and com- 
parative inquiry, his hops was that the picture he gave and the 
analysis he made might be used to the greater welfare of London, 
that its growth might proceed on surer foundations, or, as he 
himself wrote in an unexpected outburst, “that the streets of 
our Jerusalem may sing with joy.” .Those who thirf£ of Booth 
as being indifferent to the practical aspects of a scientific problem 
to which during its pursuit he kept rather rigidly, misread alike 
the mind and the heart and the hopes of this great citizen. 

Most of Booth’s other publications have been connected with 
the practical question of what should be done to provide national 
pensions for the aged. On this subject he published Pauperism 
and the Endowment of Old Age in 1892, and The Ag&l Poor in 
England <and Wales : Condition , in 1894. In 1899 he set forward 
his definite proposals. The qualifying age for ( the full pension of 
7s' a w^ek he put at seventy, but suggested that in certain cases 
smaller pensions should be granted at any earlier age over sixty. 
As is well known, he advocated a pensions scheme that should 
not only be non-contributory, but also universal. Although 
Parliament lias departed, in important respects from the proposals 
he made, his views did much to keep the question before the 
country until the Act of 1908 was passed. To this end he formed 
a committee of propaganda, and* held many conferences with 
bodies of Trade Unionists, members of' friendly societies, and 
others interested in the matter in hand, and his devoticn to the 
cause of the “friendless old ” greatly extended his sphere of influ- 
ence, and will form one of the lasting associations with his name. 

In 1905 he* was appointed a member of the Royal Commission 
on the Poor Law, and from that year until 1907 he* worked hard 
at his new task. In January, 1908, he resigned his seat owing 
to ill-health, and was unable to take part in the consideration of 
the report. The proceedings of the Commission afford much 
evidence, however, of the amount of time and thought which he 
gave to its work, and in 1910 he published two of the memoranda 
which he had submitted to the Commission under the title of 
Poor Law Reform . He advocated, as one guarantee of more 
specialfsed and thus of more appropriate treatment, a bold and 
comprehensive re-grouping of the aebninistrative areas. 
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His last publication was a pamphlet on Industrial Unrest , with 
Special Reference to Trade Union Policy , and was issued in 1913. 
It is of special interest as throwing further light on his own lofty 
views of what employers should be and ox what Trade Unions 
might become. The pamphlet, to some extent an amplification 
of views* expressed in Vol. IX. of Life and Lai our, is an instal- 
ment only, and it had been his hope to write further on t^e general 
topics with which it deals. But the prersure of other claims and 
a diminishing margin of strength proved insuperable obstacles. 
This is more to be regretted as, although the war brought its 
own special strain, it quickened Booth's senre of the tasks ahead. 
These, indeed, became too absorbing for him, and in the summer 
the doctor ordered their complete abandonment. But he had 
looked forward eagerly to the time when he could take them up 
again. His hope had been to get well enough to follow both 
business work and wider issues, so that as he wrote, he might 
“join in the kind of discussions that would be more and more 
useful as the problems shape.” Ip a letter written a few weeks 
ago these problems presented themselves to him, not as excuses for 
shrinking or as explanations of weariness, but as “a sea of ppssi- 
bilities ” into which he was clearly longing to plunge# * 

*As in -the immediate stress of the present crisis, so in the 
longer past an unfailing courage had been a most marked charac- 
teristic of his life. His attitude of'mind, even less than his 
physical appearance, gave no key to his ‘age. Time and stress did 
little to check the buoyancy of his spirit. He was “alive ” almost 
to the end of life, receptive, keen, able to manifest in an unusual 
degree for a man of lys years what the qualities of “enterprise,” 
as set out in the pages of his last pamphlet, ought to mean : 
“forethought, guidance, the capacity to plan, the nerve to execute, 
the whole genius of mind and character. ’ ’ * Thus defined, enter- 
prise connotes, as he recognised, the “living source of human 
welfare and progress”; thus defined, it becomes, the “dominant 
factor in every undertaking ” ; and as thus defined, Charles 
Booth’s endowment of this quality was of the highest order. 

He held strong political but, although he became a member of 
the Tariff Commission, not strong party views, and his position 
was probably strengthened thereby. He moved on a track of his 
own, very quietly, without the least ostentation, but persistently. 
To this quiet life sundry honours came. In 1904 he was made a 
Privy Councillor. He was elected a Fellow of the Koyal Society. 
Cambridge University conferred the honorary degree of 1).dc., 
Oxford that of D.C.L., sfrid Liverpool that of LL.D. Harvard 
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desired to make similar recognition, but no favourable opportunity 
presente4 for the ceremony. For the years 1892-4 he was Presi- 
dent of the Eoyal Statistical Society, and his name has for some 
years been among the small and distinguished body of Vice* 
Presidents of the Eoyal Economic Society. He was a^ member 
of the Political Economy ajid of the Economic Clubs. It may be 
noted that Holman Hunt’s later and slightly altered picture of 
“The Light of the World,” now hanging in St. Paul’s, was 
presented to the Cathedral by him. 

In 1871 he married Mary, daughter of Charles Zachary 
Macaulay, and is survived by Mrs. feooth and their family of 
three sons and three daughters. The eldest son, a soldier by 
profession, and the youngest are on active service. The second 
son, a director of the Bank of England, who has assumed many 
of the responsibilities of his father, is now filling a most important- 
position at the Ministry of Munitions. To Mrs. Booth his great 
book w 7 as dedicated. “ My work,” the words run, “now completed 
has been from first .to last dedicated to my wife, without \yhose 
constant sympathy, help, and criticism it could' never have been 
begun, continued, or ended at all.” This dedication, reminding 
as it does df the double stream of his life, may fittingly close this 
notice of a man much beloved by his friends, much honoured by 
his contemporaries, and much missed by those who had come to 
know the goodness of his Heart and the wdsdom of his counsel. 

Ernest Aves 


Stanley Horsfall Turner 
* * f 
Besides the casualties at the Front, the w T ar is taking a toll 

of life at home through the strain and pressure upon those who 
are doing the work of others who are serving. It was so in the 
case of S. H. Turner. He was Deputy-Chief Inspector of the 
Scottish National Health Insurance Commission ; and, when 
the Chief Inspector, Colonel J. W. Peck, was mobilised at the 
outbreak of war, Turner took over a large part of the duties 
in addition to his own. The severe extra work told upon even 
a strong constitution more than he or his friends perceived, and 
: he succumbed to*& slight illness, which* in other circumstances 
he would have shaken off in a few days. 

Turner was a Yorkshire man, with the shrewdness of his 
native county. His coming to Glasgow as a student added some- 
thing of Scottish dialectical ability. It was in the economic 
classes at the University that he found a study which attracted 
him and to which he devoted himself during the remainder of 
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his all too short life. The late Dr. Smart chose him, soon after 
the completion of a brilliant career in the University, as one of 
his assistants, and he found his t^ork at Glasgow stimulating 
and fruitful. After a few years he went to Aberdeen as the 
first lecturer in Political Economy there and head of the depart- 
ment in that University. On the creation of the Insurance 
Commission he was appointed the Deputy-Chief Inspector, being 
one of the now considerable number ol economists who have 
been taken from university work to feerve the State. Turner 
was an exaellent servant of the Government, and soon made for 
himself an unique position in the woiking of the Act in Scot- 
land. He was fortunate in possessing a precise and accurate 
habit of mind which was particularly valuable to him ir his 
official duties. At the same time, he had a width of view and 
a comprehension of wide economic issues arising out of adminis- 
trative routine, which may be in part attributed to his excep- 
tional gifts, in part to his academic training and teaching. 
Greats things were expected of hi*n — and lip was only thirty- 
eight when he died. 

While during the last four years his time was greatly occupied 
in the work of his new office, his interest in econbmics and 
education remained as fresh and keen as when he was a student 
and a teacher. When the exigencies of war depleted the staffs 
of Approved Societies, he organised Continuation Classes under 
the Glasgow School Board for the training of women, and men 
over military age, in order to fill new vacancies and to equip 
those in low T er grades for mor$ res]x>nsible positions. In a short 
time he had framed a* syllabus — a matter of no little difficulty 
in the social circumstances — gathered a body of expert teachers, 
and had some three hundred students in # training. Towards 
the close of last year he was one of those deputed by the 
Committee to select from the very large library of the late 
Dr. 'Smart the volumes which were to be added* to the Adam 
Smith Library at the University, and for him it was not only a 
labour of love, but a real personal interest, broken with many 
a glance into an out-of-the-way work and frequent discussions of 
the relative merits of several recent writers. If he had to leave 
us young, there was a certain* completeness in the fact that his 
last public work was in aiding a memorial to his old teacher by 
adding to the library which had been first begun by Turner under 
Dr. Smart’s direction. 

Prior to his appointment under the National Health Insurance 

Commission Turner was a frequent contributor to the Journa . 

o o 2 
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He .wrote articles and reviewed books upon taxation, more 
especially in relation to local taxation and kindred subjects. His 
book upon the History of L6cal Taxation in Scotland appeared 
in 1908. Ilf is interesting now to note that the concluding 'Words 
of the review of Mr. Percy Ashley in the J ourncd were to express 
a hope that “the combine^ voices of the economist and adminis- 
trative critic may at last receive attention” — the combination 
being effected not long afterwards in the person of Turner him- 
self. He also contributed most of the articles upon economic 
topics in the first three volumes of Hastings’ Dictionary of 
Religion and Ethics . It was his intention to publish some further 
papers when the press of administrative duties was diminished. 
His breadth of vision, sympathy, and sanity of judgment will be 
sadly missed in the era of reconstruction which will follow the 
war. W. E. S. 

Professor 0. V. Muller. 

r 

We have to record with /egret the death on September 29 
of Mr. Oswald V.* Muller, Professor of History and Political 
Economy at Elphinstone College, Bombay, and for many years 
Correspondent for Bombay of the Eoyal Economic Society. 

Professor Muller’s father was a Dane, naturalised as an 
Englishman at an early age. He was educated at Newquay 
Grammar School, Newtorl College, and Jesus College, Cambridge, 
of which he was Senior Mathematical Scholar. He graduated 
in 1890 as a Wrangler, but afterwards took up the study of 
History and Political Economy, taking honours in the History 
Tripos of 1891. In 1892 he was appointed to the Professorship 
of History and Political Economy at Elphinstone t College, 
Bombay, which he held up to the time of his death, at the early 
age of forty-eight years. 

At Bombay he took a great part in the lives and thoughts oi 
his students, and was familiarly known as “the students’ -pro- 
fessor.” He also took a prominent part in municipal and social 
life, and was decorated with the Kaiser-i-Hiftd Order for his 
services at the time of the outbreak of the plague at Bombay. 
As time went on, his activities in the study of economics became 
more restricted, although he always tdok much interest in the 
co-operative movement in India*. He will be remembered, how- 
ever, as one of the first of the English economists, now growing 
into a ^numerous body, who have devoted their lives and work 
to India, and as one of the most successful pioneers in intro- 
ducing into an Indian college tlie spirit of the English 
universities. 
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Paul Leroy-Beaulieu. 

As the Journal is being sent to press we learn with deep 
regret of the death, on December 9fo, of M. Paul Leroy-Beaulieu 
the founder (in 1873) and the Editor down to -the* -present, time 
of the E±conomiste Frangais * M. Leroy-Beaulieu has not long 
survived the tragic death of his son Bierre, which was recorded 
in the Journal for March, 1915 (p. 150). 

The younger brother of the historian, Anatole Lerov-Beaulieu, 
Pierre Paul Leroy-Beaulieu was bom oh December 9th, 1843, the 
son of a Prefect and Deputy under Louis Phihppe. His entire 
life, both before and after he succeeded in 1880 to his father- 
in-law, M. Chevalier, in the Chair of Political Economy in the 
College de France, was devoted to the study of economic science 
and to its exposition in a series of works of classical reputation, 
in which scientific accuracy is remarkably aided by charm of 
style and a lucid arrangement of topics. Amongst these we may 
particularly mention Recherchcs iconomiques sur les guerres 
conteynporaines (a series of studies, 1803-9), Lc Travail dcs 
femmes au dix-rieuvibmc sibclc (1873), Traite de la Science dcs 
Finances (1877), his most celebrated work, with many subse- 
quent editions up to a recent date, Essai sur la repartition dcs 
ricliesses (1882), and L’Etat moderne ct scs fonclions (1899). A 
large part, however, of M. Leroy-Beaulieu ’s contribution to the 
thought of his time is to be found in lps weekly articles in the 
Economiste Frangais over a period not far short of fifty years. 
His latest essays, in the form of weekly summaries of the pro- 
gress of the war, subsequently reprinted in two volumes, dealing 
respectively with the ♦first and the second years of hostilities, 
have be^n profoundly characteristic of the author in judgment 
and freedom from prejudice, in their clarity, and especially in 
their equanimity amidst private sorrow and the fluctuating 
fortunes of his country. * 

For many years a member of the Institute - of France, M. 
Leroy-Beaulieu was widely honoured abroad, receiving the 
honorary degrees’ of the Universities of Cambridge, Edinburgh, 
Dublin, and Bologna, and membership of many learned bodies, 
including the American ^Philosophical Society. 

We have also to record the death of Mr. T. M. Kettle, Pro- 
fessor of National Economics in the National University of 
Ireland and Nationalist M.P. for East Tyrone. Brofessor 
Kettle, perhaps the most brilliant figure in the younger academic 
and political life of Ireland, fell in action with his regiment, the 
Dublin Fusiliers, at the age of thirty-six. 
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CURRENT TOPICS. 

« 

The following have been elected to membership of the Royal 
Economic Society : — 


W. W. Attwood. * 

J. A. Gleeson. 

Mrs. E. M. Hubback. 
R. K. Ivhanna. 

F. Luke. 


H. Newhouse. 
M. L. Tannan 
P. K. Wattal. 
L. Wiener. 


At the Annual Meeting of the Royal Economic Society, 
which it had been necessary to postpone from its usual date in 
March until November, the following particulars as to the 
progress of the Society were reported by the Secretary : — 

f 

New Follows elected, 1915 87 

New Libraries elected, 1915 13 # 

Total 100 

Losses by death, resignation, or default... * ... 55 

At the end of the years 



1912. 

1913. 1914. 

1915. 

Number of Fellows and Library Members ... 

576 

622 

706 

761 

Surplus of income over, expenditure for 
the year * .. 

£32 

£146 

£341 

£327 


“W. R. S.” writes 

The meeting of Section F of the British Association was held 
at Newcastle from September 5th to 9th, under the presidency of 
Professor A. W. Kirkaldy. The meeting (like that of the previous 
year) was altogether a war one. The Committees on Women’ « 
Labour and on Credit and Finance had been actively at work, as 
well as another, constituted at the Manchester meeting, upon 
Industrial Unrest. The proceedings of the section, as far as these 
relate to phenomena connected with the war, have been printed 
and were issued in volume form under the title of Labour , Finance 
and the War [reviewed above]. Since ihe Committee on' Credit 
and Finance urged the advantage of practice rather than precept 
in national economy, the organising committee felt itself bound to 
set an example, even if only in a small way. Thus, instead of 
printing the reports of committees twice (as had been the case 
last year) — namely, once in Credit , Industry and the War and 
again in the Transactions — it was determined to issue these reports 
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only in the volume published on behalf of the section by Messrs. 
Pitmans ; while the work of the section in the Transactions is 
represented by short abstracts. Also it was felt that thS sectional 
volume' should be issued at the meeting ; and, .although this pre- 
vented a final polishing of the concluding parts of some of the 
reports, it undoubtedly contributed to the success of the meeting. 

The proceedings grouped themselves under four herds. The 
first place was assigned to analyses of ceitain conditions of labour 
and problems arising out of them. The presidential address dealt 
with indqptry after the war, more particularly with means for the 
promotion of industrial pe&ce. This was fol’owed by a discussion 
of the report of the Committee ujxm Industrial Unrest. Perhaps 
the most significant fact in the constitution of this body was the 
presence of prominent manufacturers and labour leaders, who 
took a great interest in its deliberations, such as Sir Hugh Bell 
and the Bight Hon C. W. Bowerman. The* second day was 
assigned to another group of questions connected with Labour. 
First came a discussion of Land Settlement bv Mr. C. Turnor, 
which was followed by an address upon this subject by Earl Grey. 
Afterwards the report of the Committee upon Women’s Labour 
was discussed. The whole of the third day was devcrted to the 
report of -the Committee upon Credit, Currency and Finance, 
which was remarkable as embodying not only the views of British 
economists, bankers and members of •finance houses, but also as 
containing the view T s of distinguished - contributors from Allied 
and neutral countries. Professor Gide represented France, and 
Professors Loria, Einaudi, and Supino, Italy. Mr. S. Metz dealt 
with foreign exchange^from tfie point of view of the United States. 
The untimely death of Professor Waxweiler deprived the Com- 
mittee of his aid as a representative of Belgium, while postal 
delays made it impossible to secure the views of Russian colleagues 
which had been hoped for. Professor Ii. W^cksell (Sweden) 
took part i n the discussion of the Report. • 

The fourth day (the Saturday) was allocated to more miscel- 
laneous matter,* which was also of importance. A paper by Sir 
Richard Burbidge - (who was unable to be present) was read by 
Dr. punter, of Messrs. Swan, Hunter and Co. Finally, the Com- 
mittee upon Fatigue fit>m the Economic Standpoint presented a 

further instalment of its report* 

On the whole the meeting was one of very great interest. As 
is usual now, time for .adequate discussion was often .wanting , 
and, had not the more important work been printed, this would 
have been a serious disadvantage. There were many who ou e 
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the expediency of continuing these meetings during the war, but 
the work of the economic section shows that, even during the 
present abnormal circumstanced, something can be done to justify 
the existence* bf the section, partly in the interpretation' of* the 
difficult economic conditions of the present and partly ip aiding 
the formation of a sound public opinion upon the problems which 
these conditions are likely to produce in the future. 



RECENT PERIODICALS AND NEW BOOKS. 


Quarterly Review. 

October, 1916. English and German Banking. English banking 
is intended to provide temporary accommodation for sound busi- 
nesses, but not to take the place of capital. Internal «biils are 
falling out of fashion, producers preferring fixed periods of open 
credit. “The German bank is a combination of all the services 
rendered in England by banks, investors, accenting housesi, dis- 
count houses, underwriters, stockbrokers, and bond-dealers.” 
English banks compare favourably with German in war time. 

* * • • 

Edinburgh Review. 

July, 1916. A Commercial League of Defence. Editor. Old con- 
troversies must not prejudice the new problem : how*tft prevent 
Germany from obtaining by commercial means power directed to 
military ends. Mere import duties, as M. Hauser shows, are no 
safeguard against “penetration.” Caution is inculcated by the 
fiasco of the Sugar Convention in 1892, when the British con- 
sumer gave up £8,000,000 to socurd £250,000 for the West 
Indian producer. Each case must be treated on its merits. 
Thus the German protection of the dye industry should be met 
by a bounty. * „ 

October, 1916. The Welfare of Factory Workers . Dr. A# Shad^ell. 
Welfare work under other names was initiated by good employers 
in tMb past. Their tentatives were consolidated by factory legis- 
lation. Humane treatment of workmen has been prompted by 
its conduciveness to efficiency as well as sympathetic motives. 
The two aims concur in munition factories. 

, Population and the Land . A. W. Ashby. Wjth reference to 
the two ‘problems that Great Britain shall become more of a 
self-supporting country and that a greater part of the population 
shall be employed on the land, the causes of agricultural de- 
population are exhibited by one who seems to have acknowledge 
of country life that lends weight to his opinions; for instance, 
his denial that the existing type of rural education has been a 
cause of migration. His ideal is an organisation of production 
to secure the greatest output* per man. 

The Political Quarterly. 

September, 1916. Financial Theory and the Distribution of War 
Costs. J. H. Jones. Theories until recently misapprehended 
show that future production is not likely to be much impaired by 
the expenditure on war. Distribution would be improved if a 
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larger percentage than 60 per cent, was levied from excess 
profits, and if our second loan had been issued at a lower rate. 

The Civil Service and Women. Dorothy M. Zimmern. The 
war brought into the Civil service more than into other occupa- 
tions women *previously unoccupied. Women have been some- 
times set to tasks for which they are specially suited, such as 
investigating the claims to separation allowances made by the 
dependants of soldiers* and sailors. But there has been much 
maladjustment. There should be a committee of inquiry to 
determine to what positions and under what conditions women 
should be appointed. < 

The Round Table. 

December, 1916. The Comparison of German and English Bank- 
ing , Reconstruction ( after the War), The Commonwealth of 
Industry (formed by a reconciliation between employers and 
employed) are among the large topics comprehensively handled 
in this number. 

« 

Journal of the Royal Statistical Society. 

July, 1916. The Recent Trend of Population in England and Wales. 
Sir J. A. Baik.es. War K and National Vital Statistics / with 
Special Reference to the Franc o-Prussian I Var. J. W. Nixon. 

* On the Mathematical Representation of Statistical Data . F. Y. 
EnGRWORTn. The Increase in the Cost of Food for Different 
Classes of Society since the Outbreak of War. Frances Wood. 

The Women's Industrial News. 

October, 1916. The Shorter Working Day. Page Arnot. Women 
Clerks in War Time. 

Bankers' Maghzine. 

October, l()l6. The Great Commercial Banks of Germany. Sir 
E. H. Inglis Palgrave. The Banking Half-Year in Panada. 

November, 1916. The Proposals for a British Trade Bank. Bank 
of the Netherlands , 1915 — 1916. 

December, 1916. Trade Bank Proposals. G. H. Pownall. Presi- 
dential addvess to the Institute of Bankers. 

4 « 

Indian Journal of Economics . 

April, 1916. Co-operative Distribution in Northern India. A. C. 
Chatt^rjee. The co-operative movement shows progress in 
agriculture, not so in business carried on in towns. Thoughts 
on India’ 8 Economic Position. ,Mano^iar Lal. Why ha< India 
been unprepared for the new conditions caused by the war? 
Owing to want of modern enterprise, to poverty, evidenced by 
the fact that the average income is but thirty rupees per head, 
and* has not risen — though prices have — in recent years; to 
want of balance between agriculture and industry, and want 
of two main resources — coal and irq p.. 

The Relation of Economic Science to Social Progress. Pro- 
fessor H. Stanley Jevons. Economic science cannot be 
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demarcated from that wider philosophy which deals with the 
ends of human action. Three ends are distinguished in the 
author's original view : the mercantile, the religious and the 
utilitarian end. The first comprises the stability of the State 
ftnd* many of tne objects pursued by tue mercantile system — 
e.g ., it would prescribe for India a light and temporary pro- 
tectee duty, with active Government assistance in favour of 
certain industries. In case of a conflict between the three ends, 
is the third the greatest ? Should the gratification of "ace pride 
the advantages of true religion, be subordinated to the ccmmon 
happiness of humanity, as deSned # by Sidgwick? O is there 
no common basis for the comparison ? 

State Aid to Industries. Professor P. MukhKbji. 

Quarterly Journal of Economics (Cambridge, Mass.). 

August, 1916. The Federal Banking System in Operation, O. 
Sprague. The expert writer describes in detail the satisfactory 
progress of the system introduced in 1914. Fox Fanning in 
Prince Edward Island. A. B. Balcom. Breeding foxes for the 
sake of their fur was started recently in Prince Edward Island. 
Corifpanies were organised capitalising foxes at from $15,000 to 
$20,000 a pair, the natural value", basecj on the prospect of 
progeny, being about doubled by the operations of “promoters.” 
Though the war has depressed the market, the stock owned 
amounts to some $20,000,000; a value derived from^the fur to 

# be yielded by the progeny of the 3,000 silver foxes *now owned. 

The * Theory of Differential Rates. G. P. Watkins. “The 
writer can sec little significance in the familiar contrast between 
so-called * eost-of- service ’ and ‘ value of service' theories. 
Differentiation favours maximum seryice to the public. 4 There 
is no natural tendency to uniformity in price.’ ” 

Fire Insurance Rates : Problems of Co-operation , Classifica- 
tion , Regulation. Robert Riegel. Chinese Finance under the 

Republic. A . J?. Winston. 

% 

• The American Economic Review (Boston). 

September, 1916. Factors in American Mortality. Louis I. Dublin. 
The lowest mortality rate in the population of New' York is 
among the native born of native parentage. JThe foreign born 

• and their native born offspring, especially the Irish, have a 
higher mortality. Collective Bar gaining , &c. Leo Wolman. 
An agreement between employers and employed which has 
worked well. Bases of Valuation. John Bauer. Marketing , 
Farm Produce , &c. B. H. Hibbard and Asher HV>bson. 

■<* 

Annals of the A*merichn Academy (Philadelphia). 

September, 1916. This number deals with New Possibilities in 
Education. 

Political Science Quarterly (New York). 

September, 1916. Allowance for Working Capital. J. Bauer. 
Fetter* 8 Principles of Economics. G. Whittaker. 
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Journal des Economistes (Paris). 

August, *1910. La Finance Internationale. Yves Guyot. Les 
Forets de la Bussie. W. Faas. Les Ports maritimes de France 
en 1914 1915. A. Pawlowski. ’ • ’ ’ 

September. Les Chemins de Fer et la Guerre. I. D. c Bellet. 
L'Allcmagne et le Commerce international des Metaux . A. 
Raffalovich. Les Ports frangais pendant le Guerre. A. 
Pawlowski. 

October. Logons du Passe. Y. Guyot. Le Maroc economique. — I. 
F. Bernard. L'approbisionnement de Paris. G. Schelle. 
L'cmprunt de 1916. A. Barriol. Les Finances dc V Empire 
Allcmand. A. Raffalovich. f 

Revue d’Economie Politique (Paris). 

July-August, 1916. Le Commerce Extcricur dc la France avant 
et apres la Guerre. E. Villey. In the light of past experience 
there is recorfimended a liberal customs tariff with a system of 
commercial treaties with allied and friendly nations from which 
Germany shall he excluded for a long time. The tradd between 
Germany and Fiance will Be greatly reduced, with no great loss 
to France. L* Emigration frangaisc jusqu'au XVIIP Sidcle. 

*B. Gonnard. The first two chapters of a work which the author 
had fcegun to write before the war, and is prevented by the 
war from completing. Le Change franco-suisse et le Bole* des 
Ecus. J. Bourdon. The depreciation of French money in 
relation to Swiss has disadvantages which might be reduced by 
sending five-franc pieces to Switzerland. Another suggestion 
is to give the Bank of France a monopoly of change operations 
after the German plan. 

« 

CAornale degli Economisti (Rome). 

• * t 

August, 1916. Problemi finanziari della Guerra. A. Cabiati. 

September. L'indice di variabitd. U. Ricci. A study on the 
measurement of the dispersion or spread, as shown by frequency 
curvos, for which purpose the first power of deviation taken 
positively on both sides of the mean is preferred. Pareto’s 
income curve is criticised. La politica commercial c italiana XII. 
A. Fraschetti. 

October. La politica commcrviale italiana. A. Fraschetti. Con- 
tinued t from preceding numbers. Germanesimo ed Ameri - 
canesimo. P. N. Masserero. La Pressionc tributaria suite 

Societa per Azioni in Italia. B. Griziotti. 

< 

La Reforma Sociale (Turin). 

May-June-July, 1916. The supplement to this numbe*r contains 
the 'annual review of Italy’s economic life. 
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NEW BOOKS. 

English . 

Banerjea (Dr. Pramathanath). ‘Public Administration in 
Ancient India. London: Macmillan. 1910. Pp. 316. 

[“A thesis approved by the University of Loudon for degree of D.Sc. 
Econ. * The period dealt with is the millennium from 500 b.c. tc 500 a.d 
Reviewed above,] <• 

Gerhard (Dr. TIannes)* Cooperation in F'nland. Edited by 
L. Smith ^Gordon London. 1916. 

Gilbreth (Frank B.) and Gilbreth (Lilian M.). Fatigue 
Study. London: Routledge. 1916. Pp. 159. • 

Girault (Arthur). The Colonial Tariff Policy of France. 
(Carnegie Endowment for International Peace.) Oxford : Clarendon 
Press, 1916. Pp. 305. 

[The author is Professor of Political Economy at the University of Poitiers.] 

* 

Grunzel (Dr. Josef). Economic Protectionism. * (Carnegie 
Endowment for International Peace.) Oxford: Clarendon Press. 
1916. Pp. 357. • 

[A plea for protection.] 

Jack (J. C.). The Economic Life of a Bengal District. Oxford: 
Clarendon Press. 1916. Pp. 158. 

Madsen (A. D.). The State as Manufacturer and Trader. An 
Examination of Government Tobacco Monopolies. London: Fisher 
Unwin. 1916. Pp. 282. 

Maeztu (Ranuro de). Authority, Liberty, and Function in the 
Light of the War. i» London : G. Allen. Pp. 288. 

Mur® (Adelyne). Fecundity versus Civilization. A contribu- 
tion to the study of over-population as the cause of war and the chief 
obstacle to the emancipation of women, with special reference to 
Germany. With an introduction by Arnold Bennett. London : 
G. Allen and Unwin. 1916. Pp. 52. Is. • 

[iThis pamphlet should be read with its predecessor, Militarism versus Femin- 
ism, published anonymously, but now acknowledged by the author. There 
it is argued that militarism leads to the subjection of women; here that “the 
mad fertility race ” between nations leads to militarism.] 

• 

Mukerjee (R.). The Foundation of Indian Economics. London: 

Longmans. 1916. Pp. 515. 

• 

Webb (Sidney) and Freeman j( Arnold). Great Britain after the 
War. London: George Allen and Unwin. 

[The redder is assisted to answer many # interesting questions concerning 
demobilisation and reconstruction; for instance, as to paying off th$ National 
Debt, “Is there any way in which this can be done except by conscription of 
wealth, e.g., in the form of a levy of 10 per cent, per annum on capital values? ” 
. . . “How much will it cost* the Exchequer to encourage child-bearing by 
preventing it from having almost penal consequences in the household of the 
thrifty artisan and others ? ”] 
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Welch (Charles). History of the Cutlers’ Company of London 
and of the Minor Cutlery Crafts. London: Printed .privately for 
the Cutlers’ Company. 1916. «Pp. 872. 

American . 

Brown (H. Gunnison). Principles of Commerces New York : 
Macmillan Co. 1916. Pp. f 207. 

Ely (R. TT). Outlines of Economics. (Revised and enlarged.) 

' New York : Macmillan Co. 1916. Pp. 700. 

European Economic AlYia-nces. — A compilation of information 
on international commercial policies after the European war and 
their effect upon the foreign trade of the United States. Also an 
analysis of European and united commercial interdependence and 
teeaty relations. New York : National Foreign Trade Council. 
1916. Pp. 118. 

[A useful analysis of facts and opinions.] 

Groat (Dr. George Gorham). An Introduction to the Study of 
Organised Labour in America. New York : The Macmillan Co. 
1916. Pp. 494. 

Huse ^Charles p.). The Financial History of Boston. Cam- 
bridge, Mass. : Harvard University Press. 1916. Pp. 385. 

[A study of the financial development of the City of. Boston from 1822 to 
1909.] 

Moulton (H. G.). Principles of Money and Banking. Chicago : 
University Press. Pp. 502. 12s. 6 d. 

[The sub-title, “A Series of Selected Materials, with Explanatory Introduc- 
tions,” well describes this interesting attempt to combine tne advantages of a 
text-book and of collateral headings.] 

Thompson (Clarence B.). Scientific Management. A Collection 
of the more significant articles describing the Taylor system of 
management. (Edited by C. B. Thompson.) Cambridge, Mass. : 
Harvard University Press. 1916. Pp. 878, * 

Wrigiit (Philip *Q.). The Enforcement of International Law 
through Municipal Law in the United States. (University of 
Illinois Studies.) Urbhna : University of Illinois. 1916. Pp. 264. 
$1.25. 

Italian . 

Barassi (L.). Le associazioni professionals Milan : Society 
editrice libraria. 1916. 

Dalla X'olta (R.). La teoria moderna del valore economico. 
Mantua. 1916. 

Lokia (A.). 11 salario. Milan: 'Vallardi. 1916. 


Spanish . 

Alba^D. Santiago). Un programma econ6mico y financiero. 
Madrid: M. Seruet. 1916. Pp. 241. 

[Two recent addresses to the Senate and to the Cortes by the Minister of 
Finance, introducing a number of economic and financial measures — projectos 
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